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REVIEW  OF  THE  URUGUAY  ROUND  GATT 
AGREEMENT  IMPLICATIONS  FOR  AGRICUL- 
TURAL TRADE 


WEDNESDAY,  MARCH  16,  1994 

House  of  Representatives, 
Committee  on  Agriculture, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  10:05  a.m.,  in  room 
1300,  Longworth  House  Office  Building,  Hon.  E  (Kika)  de  la  Garza 
(chairman  of  the  committee)  presiding. 

Present:  Representatives  Volkmer,  Sarpalius,  Long,  Condit,  Pe- 
terson, Dooley,  Clayton,  Minge,  Hilliard,  Pomeroy,  Holden, 
Thurman,  Bishop,  Thompson,  Williams,  Roberts,  Emerson,  Gunder- 
son,  Lewis,  Allard,  Barrett,  Nussle,  Boehner,  Ewing,  Doolittle, 
Kingston,  Dickey,  Pombo,  Smith  of  Michigan,  and  Everett. 

Staff  present:  Joseph  Muldoon,  associate  counsel;  Gary  R.  Mitch- 
ell, minority  staff  director;  William  E.  O'Conner,  Jr.,  minority  pol- 
icy coordinator;  John  E.  Hogan,  minority  counsel;  Dale  Moore,  mi- 
nority legislative  coordinator;  Glenda  L.  Temple,  clerk;  Anita  R. 
Brown,  Joe  Dugan,  and  Lynn  Gallagher. 

OPENING  STATEMENT  OF  HON.  E  (KIKA)  de  la  GARZA,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  TEXAS 

The  Chairman.  The  committee  will  be  in  order. 

We  wish  today  to  welcome  Ambassador  Mickey  Kantor,  our  Unit- 
ed States  Trade  Representative,  and  Secretary  of  Agriculture  Mike 
Espy,  our  former  colleague  and  friend,  not  that  Mr.  Kantor  isn't  a 
friend.  [Laughter.] 

We  understand  both  gentlemen  have  a  number  of  other  commit- 
ments today,  but  we  appreciate  their  clearing  their  schedule  so  we 
could  spend  some  time  on  the  Uruguay  Round  of  world  trade  nego- 
tiations and  its  implications  for  agriculture. 

I  was  fortunate  to  be  in  Geneva  the  final  week  of  meetings  be- 
tween the  trade  negotiators  that  resulted  in  the  finalization  of  the 
agreement.  It  was  clear  to  me  that  considering  the  countries  in- 
volved and  the  difficult  and  sensitive  issues  involved,  the  successful 
conclusion,  if  we  can  call  it  that,  was  an  historic  accomplishment 
for  all  trade  negotiators. 

I  was  very  impressed  and  happy  to  be  at  least  a  very  small  part 
of  our  team  that  was  there.  Ambassador  Kantor  and  Secretary 
Espy  did  an  excellent  job,  and  I  commend  both  of  them  for  their 
tenacity  and  negotiating  skills  in  bringing  7  years  of  negotiations 
to  a  successful  conclusion. 

(1) 


I  might  say  unofficially  that  I  would  go  bang  on  the  negotiators 
from  the  other  side  as  they  went  from  one  meeting  to  the  other. 
So  I'm  hopeful  that  this  committee  had  some  input,  as  I  would  visit 
with  all  of  the  negotiators  from  the  other  countries.  This  includes 
winding  up  with  the  credentials  of  one  of  the  main  negotiators  for 
the  other  side  when  he  told  me  "You've  taken  everything,  you 
might  as  well  take  my  credentials."  [Laughter.! 

That  should  go  to  the  credit  of  Ambassador  Kan  tor  and  Secretary 
Espy.  On  balance,  I  think  that  the  agreement  will  benefit  the 
American  economy  and  most  of  American  agriculture.  I  must  give 
credit  to  some  of  the  initial  work,  including  the  Blair  House  Accord, 
which  our  other  former  colleague  and  friend.  Secretary  Madigan 
worked  on  very  successfully. 

So  there  are  still  some  outstanding  questions  to  be  considered. 
But  I  want  to  assure  both  gentlemen  here  that  this  committee  is 
ready  to  work  with  them  and  finalize  at  the  earliest  possible  mo- 
ment after  it's  signed  the  agreement  which  will  come  before  us. 

[The  prepared  statement  of  Mr.  de  la  Garza  follows:! 


Statement  by  Rep.  Kika  de  la  Garza 
Chairman,  House  Agriculture  Committee 

Hearing  to  Review  the  Uruguay  Round  Agreement 
Wednesday,  March  16,  1994 


We  are  pleased  to  have  with  us  today  Ambassador 
Mickey  Kantor,  the  U.S.  Trade  Representative,  and 
Agriculture  Secretary  Mike  Espy  who  will  discuss  the  final 
agreement  reached  late  last  year  in  the  Uruguay  Round  of 
world  trade  negotiations  and  its  implications  for  agricultural 
trade.    I  understand  both  gentlemen  had  a  number  of  other 
commitments  today,  but  we  appreciate  their  clearing  their 
schedules  so  that  they  together  could  spend  at  least  a  couple 
of  hours  with  us  this  morning. 


I  have  just  some  brief  observations  to  make  before  we 
turn  to  their  testimony  and  the  questions  the  Members  may 
have  on  the  agreement  and  other  issues  of  concern. 
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I  was  fortunate  to  be  in  Geneva  during  the  final  week  of 

meetings  between  the  trade  negotiators  that  resulted  in  the 
finalization  of  the  agreement.    It  was  clear  to  me  that  given 
the  many  countries  involved  and  the  difficult  and  sensitive 
issues  involved,  the  successful  conclusion  of  the  Uruguay 
Round  is  an  historic  accomplishment  for  all  the  trade 
negotiators  and  governments  involved. 


I  was  also  impressed  by  the  team  approach  taken  by 
Ambassador  Kantor  and  Secretary  Espy  on  the  agriculture 
portion  of  this  trade  agreement.    Ambassador  Kantor  is  to  be 
commended  for  his  tenacity  and  negotiating  skills  in  bringing 
the  seven  years  of  negotiations  that  went  into  the  Uruguay 
Round  to  a  successful  closure. 


And  I  believe  all  of  American  agriculture  owes  a  great 
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debt  of  gratitude  to  Secretary  Espy  for  the  priority  he  gave 
to  these  negotiations.    I  would  also  like  to  commend 
Secretary  Espy  for  the  personal  accessibility  he  gave  to  all  of 
us  who  were  in  Geneva  during  those  final,  hectic  days  —  the 
Members  of  Congress,  the  representatives  of  American 
agricultural  organizations  and  companies,  and  the  news 
media.    Mr.  Secretary,  you  were  not  always  able  to  bring  the 
news  we  wanted  to  hear,  but  we  appreciated  your  candor. 


On  balance,  I  believe  the  Uruguay  Round  agreement  will 
benefit  the  American  economy  and  most  of  American 
agriculture.    While  there  were  modifications  made  to  the 
Blair  House  accord  in  order  strike  the  final  agreement,  the 
net  result  is  the  same  ~  a  commitment  by  both  the  United 
States  and  the  European  Community  to  reduce  costly  export 
subsidies. 


Obviously,  there  are  a  number  of  outstanding  questions 
related  to  the  implementation  of  the  Uruguay  Round 
agreement  that  need  to  be  considered  by  Congress,  in 
consultation  with  the  Administration.    I  want  to  assure  the 
Administration  that  this  Committee  stands  ready  to  be  of 
assistance  and  counsel  in  the  drafting  of  the  implementing 
measure. 


The  Chairman.  Mr.  Roberts.  . 

OPENING    STATEMENT     OF    HON.     PAT    ROBERTS,    A    REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  KANSAS 

Mr.  Roberts.  Yes,  thank  you,  Mr.  Chairman,  and  thank  you  for 
calHng  the  hearing  so  that  we  can  hear  about  agricultural  trade 
and  the  GATT  agreement  from  the  administration's  most  senior  of- 
ficials. I  share  your  desire  for  a  bipartisan  effort  on  behalf  of  the 
GATT  agreement,  and  I  want  to  thank  Secretary  Espy  and  Ambas- 
sador Kantor  for  continuing  the  march  on  behalf  of  agriculture  and 
for  all  the  work  that  they  have  done. 

In  a  previous  discussion  that  we  had  in  your  office,  Mr.  Chair- 
man, I  indicated  there  were  several  concerns  that  I  wanted  to  raise 
that  I  think  really  impact  the  GATT  agreement.  And  I  know  that 
we  can't  settle  these  issues  as  of  this  morning,  because  time  is  val- 
uable. 

There  are  three  things  that  I  would  like  to  see  in  regards  to  a 
meaningful  dialog  to  clear  up  our  export  picture  before  we  vote  on 
GATT.  One,  and  I  address  this  to  Secretary  Espy,  we  need  to  know 
what  the  administration's  going  to  do  about  the  conservation  re- 
serve program.  We  have  36  million  acres  of  farmland  held  in  envi- 
ronmental reserve,  which  would  come  back  into  production  over  the 
next  5  years  if  we  don't  act. 

Ken  Cook  and  others  in  the  environmental  movement  want  to 
fund  it  only  to  the  extent  of  25  percent.  That  would  mean  about 
26  million  acres  back  into  production.  With  that  kind  of  a  surplus 
and  price  impact  and  deficiency  payment  impact,  it  impacts  on 
GATT.  And  so  before  the  vote,  I  would  like  to  sit  down  with  you 
and  let's  try  to  work  out  some  kind  of  a  blueprint  where  our  pro- 
ducers simply  know  what  to  expect. 

Second,  I  know  this  is  a  little  premature,  there  is  tremendous 
concern  over  the  farm  bill.  We  deal  with  two  farm  bills  every  year 
now,  one  with  ag  appropriations  and  another  with  the  budget,  and 
since  every  commodity  program's  apparently  on  the  chopping  block 
or  a  target  for  some  instantly  declared  Secretary  of  Agriculture  on 
the  floor  of  the  House,  I  would  like  to  know  what  the  blueprint  is 
in  terms  of  funding  levels. 

Are  we  going  to  extend  the  current  program?  Are  we  looking  at 
revenue  insurance?  Where  are  we  headed?  Because  that  also  im- 
pacts with  regard  to  GATT. 

Now,  we'll  meet  on  those  issues  and  we'll  discuss  them.  But  as 
the  ranking  Republican  and  speaking  on  behalf  of  our  side,  we 
would  like  a  little  clarification  on  that  prior  to  the  vote  on  the 
GATT  agreement. 

And  now  third,  I  think  you've  done  a  good  job  with  GATT.  We 
had  agreed  originally  with  the  Blair  House  Agreement,  which  we 
thought  was  the  bottom  line  for  agriculture,  on  a  21-percent  reduc- 
tion in  export  subsidies  over  6  years.  And  at  the  last  minute  in  Ge- 
neva, in  order  to  get  an  agreement,  I  understand  there  was  a  com- 
promise and  we  allowed  the  Europeans  to  use  a  new  base  period 
that  will  permit  the  subsidized  export  of  an  additional  8  million 
tons  of  grain  over  the  6  years. 
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That's  about  SVb  Kansas  wheat  crops.  Obviously,  that  certainly 
gets  my  attention,  as  well  as  every  other  Representative  from  a 
grain  State. 

Now,  not  to  worry,  because  you  fought  hard  and  you  won  the 
right  to  export  an  additional  7.5  million  tons  of  wheat  under  the 
same  agreement,  and  on  the  face,  this  doesn't  seem  to  be  a  prob- 
lem, farmers  are  told  not  to  worry.  But  having  the  right  under 
GATT  to  use  the  export  subsidy  does  not  mean  that  right  will  be 
used. 

Now,  even  before  the  ink  was  dry  on  the  agreement,  we  have 
folks  like,  oh,  I  think  it  was  Robert  Rubin  at  the  National  Eco- 
nomic Council  who  were  publicly  criticizing  the  export  enhance- 
ment program.  Thank  goodness,  we  have  Mike  Espy  as  our  cham- 
pion and  Ambassador  Kantor  as  our  champion  with  the  adminis- 
tration. 

But  I  think  it's  common  knowledge  that  the  Departments  of 
Commerce,  State,  Treasury,  National  Economic  Council,  Office  of 
Management  and  Budget,  all  have  some  criticisms.  And  so  I  would 
like  a  clarification  on  the  part  of  the  entire  administration  in  be- 
half of  an  aggressive  use  of  EEP. 

Now,  we  have  the  Sun  Oil  Assistance  Program — SOAP  and  the 
Cottonseed  Oil  Assistance  Program — COAP.  Mr.  Stenholm  and  I 
and  others  on  the  committee  agreed  to  go  with  something  called 
flex  acres.  That's  sort  of  a  nice  way  to  say  that  your  target  price 
is  going  to  get  cut.  Without  these  particular  export  programs  we 
are  at  a  competitive  disadvantage  unless  we  have  SOAP  and 
COAP. 

I  would  sure  like  to  see  a  clarification  on  some  intent  in  regards 
to  the  restoration  of  those  programs.  I  know  you  have  put  them  in 
the  EEP  basket,  but  I  think  they  should  be  targeted. 

I  think  the  bottom  line  is  this.  If  the  administration  wants  some 
farm  State  support  for  its  agreement  in  regard  to  GATT,  and  I 
think  long  term  it  is  a  good  agreement,  I  am  not  trying  to  unravel 
it,  but  we're  going  to  have  to  be  assured  that  the  export  subsidies 
that  are  legalized  by  the  agreement  and  sure  to  be  used  by  our 
competitors  are  going  to  be  matched  also  by  our  Government. 

The  reason  I'm  concerned  about  this  is  not  only  in  regards  to  the 
GATT  agreement,  but  look  in  regards  to  our  export  market.  We 
used  to  export  2  billion  dollars'  worth  of  grain  annually  to  the 
former  Soviet  Union,  very  questionable  as  to  whether  we  have  that 
market.  Now,  we  have  a  situation  with  our  biggest  ag  export  mar- 
ket in  Japan,  $9  billion  in  farm  trade.  And  I'm  all  for  cellular  tele- 
phones, and  I'm  all  for  fair  treatment,  but  I  don't  want  to  do  any- 
thing that's  going  to  endanger  that  ag  trade. 

In  China,  that's  our  fourth  largest  export  market  for  wheat,  over- 
all it  buys  about  $500  million  in  food  from  our  producers  annually. 
It  has  a  surging  economy,  largest  potential  growth,  and  we're  hung 
up  in  a  most  favored  nation  debate,  which  as  far  as  I'm  concerned, 
is  sort  of  a  misnomer.  I  don't  want  to  see  us  do  anything  there  to 
endanger  that  market. 

We  have  the  Canadian  wheat  situation  that  isn't  a  situation,  it's 
a  real  problem,  a  real  crisis.  So  I  think  we  need  a  more  comprehen- 
sive approach  to  the  export  policy  and  I'm  going  to  give  you  a  letter 
addressed  to  the  President  addressing  these  concerns  signed  by  all 


of  our  members  on  our  side  in  regards  to  the  Ag  Committee.  And 
another  20  members  will  probably  sign  it  that  belong  to  a  task 

force. 

Bottom  line,  this  is  not  a  no,  no,  no,  no,  no,  no  speech.  This  is 
a  promise  of  a  yes  if  we  can  get  the  export  policy  clarified.  It  is  a 
maybe,  maybe,  maybe,  maybe,  I  hope  we  can  give  you  a  yes  speech. 
But  CRP,  I  want  to  know  what's  going  to  happen  with  the  tarm 
bill,  and  then  we  have  to  answer  these  short-term  questions  m  re- 
gard to  export  policy.  I  want  to  work  with  you,  we  want  to  get  it 
done.  So  it's  not  a  no,  it's  a  maybe,  and  let's  work  together. 

I  thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Roberts  follows:] 
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STATEMENT  OF  REPRESENTATIVE  PAT  ROBERTS  FOR  THE  AGRICULTURE 
COMMITTEE  HEARING  ON  MARCH  16,  1994 


I  want  to  thank  you,  Mr.  Chairman,  for  calling  this  hearing  to  give  us  the  chance  to 
hear  about  agricultural  trade  and  the  GATT  agreement  from  the  Administration's  most 
senior  officials.  There  is  no  more  important  subject  to  the  farmers  I  represent  than  our 
ability  to  export  the  grain  they  so  efficiently  produce.  Because  of  this  I  have  long  been  a 
supporter  of  trade  agreements  that  lower  impxjrt  barriers  and  level  the  international  playing 
field  for  our  farmers. 

Today,  however,  I  am  troubled  by  the  future  I  see  being  constructed  for  our 
producers.  The  Administration  will  soon  come  to  Capitol  Hill  to  ask  for  our  votes  to 
implement  the  recent  agreement  on  the  Uruguay  Round  of  the  GATT.  It  will  be  difficult 
for  me  to  be  an  enthusiastic  supporter  of  the  GATT  until  issues  that  affect  the  future  of 
production  agriculture  become  clearer. 

We  cannot  address  all  of  these  issues  today,  but  let  me  note  two  specific  questions 
that  I  will  want  to  discuss  in  the  near  future: 

1.  What  does  the  Administration  intend  to  do  about  the  Conservation  Reserve 
Program  (CRP)?  There  are  presently  over  36  million  acres  of  farmland  held  in  this 
environmental  reserve,  all  of  which  will  come  back  into  production  over  the  next  five 
years  if  we  do  not  act  At  present  the  Administration  has  taken  no  steps  to  address 
this  question. 

2.  What  are  the  Administration's  plans  for  the  1995  Farm  Bill?  Will  the  present 
programs  be  extended?  Will  the  levels  of  financial  support  remain  generally  the 
same?  Without  the  answers  to  these  questions  production  agriculture's  future 
remains  very  uncertain. 

Mr.  Secretary,  I  will  be  seeking  a  meeting  with  you  soon  to  discuss  these  issues. 

A  third  question  that  must  be  resolved  is  directly  relevant  to  today's  hearing:  our  use 
of  export  subsidy  programs.  Farmers  generally  supported  the  original  U.S.  goal  of  the 
Uruguay  Round  to  eliminate  export  subsidies  from  agriculture  trade  completely.  They 
watched  over  the  years  as  this  pxjsition  was  negotiated  avwiy,  until  finally  at  Blair  House  in 
late  1992  the  U.S.  and  the  E.U.  agreed  on  a  21  percent  reduction  in  export  subsidies  over 
six  years. 

Even  though  this  was  only  a  fraction  of  the  original  goal,  fanners  were  reluctantly 
prepared  to  accept  this  deal.  They  were  assured  by  Clinton  Administration  officials  this  was 
the  "Txjttom  line"  on  farm  exports  and  there  would  be  no  more  compromises.  Then  at  the 
last  minute  in  Geneva  there  was  yet  another  concession  to  the  Europeans,  allowing  them  to 
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use  a  new  base  period  that  would  permit  the  subsidized  export  of  an  additional  eight  million 
tons  of  grain  over  the  six-year  implementation  period.  That  is  the  equivalent  of  three  and 
a  half  Kansas  wheat  crops. 

Farmers  were  told  not  to  worry  because  the  U.S.  would  be  able  to  export  an 
additional  7.4  million  tons  of  wheat  under  the  same  agreement.  On  its  face  this  not  seem 
like  a  bad  deal,  BUT  having  the  right  under  GATT  to  use  export  subsidies  does  not  mean 
it  will  be  used. 

Indeed  before  the  ink  was  dry  on  the  agreement,  senior  Qinton  officials,  like  Robert 
Rubin  at  the  Nationeil  Economic  Council,  were  publicly  criticizing  the  Export  Enhancement 
Program  (EEP),  our  primary  export  support  program.  While  we  all  know  that  Mike  Esf^ 
at  Agriculture  has  championed  EEP,  it  is  common  knowledge  that  the  departments  of 
Commerce,  State  and  Treasury,  the  National  Economic  Council  and  the  Office  of 
Management  and  Budget  have  all  sought  to  limit  or  completely  eliminate  EEP. 

Shortly  thereafter,  the  Qinton  budget  proposal  for  1995  called  for  the  elimination  of 
the  Sun  Oil  Assistance  Program  (SOAP)  and  the  Cottonseed  Oil  Assistance  Program 
(COAP),  which  were  designed  specifically  to  assist  the  export  of  vegetable  oils.  Is  this  the 
action  of  an  Administration  committed  to  maintaining  and  expanding  our  agricultural 
exports? 

If  this  Administration  wants  farm  state  support  for  its  GATT  agreement,  somehow 
we  are  going  to  have  to  be  assured  that  the  export  subsidies  legalized  by  the  agreement  and 
sure  to  be  used  by  our  competitors  are  going  to  be  matched  by  our  government.  We  need 
a  commitment  from  the  Administration  as  a  whole,  not  just  the  Department  of  Agriculture, 
that  we  will  aggressively  use  EEP  and  all  the  other  exports  tools  at  our  command  to 
maintain  and  expand  our  position  in  world  agricultural  trade. 

But  even  if  this  problem  is  resolved  a  survey  of  our  major  markets  around  the  world 
raises  new  cause  for  concern.  First  we  have  effectively  lost  our  largest  wheat  and  feed  grain 
market  with  the  collapse  of  the  Soviet  Union.  Where  we  used  to  export  $2  billion  worth  of 
grain  annually,  next  year  we  will  be  lucky  to  export  any  grain  at  all. 

In  our  biggest  agricultural  export  market,  Japan,  nearly  $9  billion  in  farm  trade  was 
put  at  risk  for  a  handful  of  cellular  telephones.  According  to  yesterday's  Washington  Post, 
the  handling  of  that  issue  managed  to  offend  the  Japanese  government  and  strain  our 
relations.  The  question  arises  as  to  whether  this  Administration  is  fully  taking  into  account 
the  existing  trade  we  have  as  it  pursues  symbolic  trade  disputes? 

China  has  been  our  fourth  largest  export  market  for  wheat  and  overall  buys  $500 
million  in  food  fi-om  U.S.  farmers  annually.  China,  with  its  surging  economy,  is  also  the 
largest  potential  growth  market  for  U.S.  agricultural  exports.    Yet  just  this  week  our 
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Secretary  of  State  has  been  in  China  threatening  to  cut  off  Most  Favored  Nation  status, 
following  a  policy  that  has  been  widely  criticized  both  here  and  abroad. 

On  our  northern  border  the  lingering  crisis  over  the  import  of  Canadian  wheat  and 
barley  continues  without  an  adequate  solution  in  sight.  To  the  south  we  have  been  unable 
to  use  the  EEP  program  to  broaden  our  market  penetration  of  our  newly  opened  markets. 
U.S.  fanners  are  also  denied  EEP  assistance  in  several  unexploited  world  markets  as  the 
process  bogs  down  in  an  endless  interagency  process. 

The  question  farmers  are  asking  is:  When  are  going  to  stop  shooting  ourselves  in  the 
foot  on  agriculture  exports?  Farm  state  representatives  are  beginning  to  wonder  whether 
this  Administration  has  a  coherent  strategy  to  expand  U.S.  agricultural  exports.  Until  we  can 
lave  greater  confidence  in  the  direction  we  are  headed  on  trade  policy,  it  is  going  to  be  very 
jifficult  for  many  of  us  to  support  GATT  or  any  Administration  trade  initiative. 

(Attachment   follows:} 
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The  President 
The  White  House 
Washington,  D.C.   20S00 

Dear  Mr.  President: 

Your  Administration  will  soon  be  sending  the  implementing  legislation  for  the  GATT 
agreement  to  Capitol  Hill  for  Congressional  action.  As  representatives  of  agricoltunl 
constituencies,  we  are  very  concerned  about  the  conflicting  messages  we  have  been  hearing  from 
Administration  officials  regarding  agricultural  exports  under  the  new  agreement  These 
ambiguities  must  be  cleared  up  prior  to  any  Congressional  vote  on  GATT. 

The  entire  £arm  community  followed  the  Uruguay  Round  very  closely  over  the  long  years 
of  n^otiation.  American  pfoduoers'  support  for  the  Round  and  their  willingness  to  give  up 
trade  protection  was  based  on  the  pursuit  of  a  more  ievei  playing  field  for  their  commodities  in 
world  trade.  The  American  farmer  can  compete  head  to  head  with  any  farmer  in  the  worid,  but 
our  private  fanners  cannot  compete  against  foreign  governments. 

Farmers  watched  as  the  goal  of  a  worldwide  end  to  export  subsidies  and  unfdr  trade 
barriers  was  'negotiated  away*  to  the  levels  secured  at  Blair  House  in  1992.  DeqMie  their 
disappointment  at  the  limits  on  market  access  and  only  fractionally  reducing  export  subsidies, 
most  fanners  stiO  felt  that  'Blair  House*  represented  at  least  a  marginal  improvement  ia  their 
export  prospects.  They  also  took  some  oomfbrt  from  government  statements  that  Blair  House 
was  the  *bottom  line*  U.S.  position. 

Farmers  were  thus  shocked  when  the  final  agreement  allowed  our  major  competitor,  the 
European  Union  (EU),  to  uae  even  more  export  subsidies  over  the  next  six  years.  This  final 
compromise  of  the  U.S.  position  was  not  of  marginal  consequence.  Under  the  final  agreement 
the  EU  would  be  able  to  subsidize  the  export  of  an  additional  eight  million  Ions  of  wheat 
Farmers  were  told  that  they  would  be  compensated  by  additional  export  subsidies  tot  U.S. 
products  during  the  same  period,  and  Secretary  Espy  publicly  declared  that  the  U.S.  would 
aggressively  use  the  export  subsidies  provided  by  the  agreement 

However,  before  the  ink  was  dry  on  the  final  agreement,  press  reports  surfaced  citing 
Administration  sources  that  U.S.  use  of  export  subsidies  was  under  review.  There  were  even 
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reports  that  the  Export  Enhancement  Program  (EEP)  and  the  Dairy  Export  Improvement 
Program  (DEIP)  might  be  ended  in  the  near  future.  EEP  and  DEIP  are  the  primary  means  that 
our  farmers  have  to  compete  with  the  EU  subsidies  in  world  agricultural  markets.  If  our 
government  is  not  going  to  make  full  use  of  these  programs,  as  provided  in  the  GATT  accords, 
the  conclusion  of  the  Uruguay  Round  will  move  from  being  a  marginal  benefit  to  becoming  a 
trade  catastrophe  for  American  farmers. 

Another  distressing  item  appeared  in  your  February  7  budget  announcement.  Your 
budget  proposes  to  end  funding  for  the  Sunflower  Oil  Assistance  Program  (SOAP)  and  the 
Cottonseed  Oil  Assistance  Program  (COAP).  SOAP  and  COAP  were  created  by  Congress  to 
specially  address  the  export  difficulties  faced  by  these  industries.  Ending  the  funding  for  these 
programs  before  we  even  bring  the  new  GATT  agreement  into  force  does  not  lend  credibility 
to  this  Administration's  commitment  to  keeping  our  agricultural  commodities  competitive  in  a 
world  that  will  remain  heavily  subsidized. 

To  adequately  represent  the  interests  of  our  rural  constituents,  we  need  to  cut  through 
the  fog  of  contradictory  statements  and  actions  and  get  a  clear  understanding  of  the  level  of  your 
Administration's  commitment  to  the  promotion  of  U.S.  agricultural  exports.  Will  this 
Administration  utilize  the  EEP  and  the  DEIP  to  the  full  extent  provided  in  the  GATT  agreement? 
How  can  a  commitment  to  agricultural  export  promotion  be  reconciled  with  your  budget  proposal 
to  end  the  SOAP  and  COAP  programs?  The  support  of  farmers  and  their  representatives  in  the 
upcoming  legislative  debate  will  be  heavily  influenced  by  a  clear  understanding  of  these  issues. 


Sincerely, 


/©TK1   hJUU^ 
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The  Chairman.  I  thank  the  gentleman,  and  in  the  very  near  fu- 
ture we  will  devote  a  day  to  the  gentleman's  concerns. 

The  members  will  be  apprised  that  you  have  before  you  some  in- 
formation provided  by  USDA  that  should  be  in  your  packet:  A  sum- 
mary entitled,  "Effects  of  the  Uruguay  Round  Agreement  on  U.S. 
Agricultural  Commodities"  along  with  table  4,  Agricultural  Nego- 
tiations: Supporting  Data,  a  list  of  U.S.  policies  included  in  aggre- 
gate measure  of  support,  Uruguay  Round:  Internal  Support,  and  a 
booklet  entitled  "Agricultural  Provisions  of  the  Uruguay  Round." 

Also,  any  prepared  statements  received  from  the  members  will  be 
placed  at  this  point  in  the  record. 

[The  prepared  statements  of  Mr.  Williams,  Ms.  Lambert,  Mr. 
Emerson,  Mr.  Gunderson,  Mr.  Kingston,  and  Mr.  Everett  follow:! 
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EFFECTS  OF  THE  URUGUAY  ROUND  AGREEMENT 
ON  U.S.  AGRICULTURAL  COMMODITIES 

SUMMARY 


On  December  15,  1993,  the  United  States  reached  an  historic  agreement  in  concluding 
the  Uruguay  Round  of  Multilateral  Trade  Negotiations  under  the  auspices  of  the 
Genet^l  Agreement  on  TarifEs  and  Trade  (GATT).   Benefits  arising  from  the  agreement 
inclu<fe: 


i'  ^Ihe  Uruguay  Round  agreement  on  agriculture  wSl  lead  to  substantiatty  improved 
1  access  for  U.S.  agricultural  exports.  Requiring  countries  to  reduce  levels  of  trade- 
-,  distorting  support,  export  subsides  and  import  protection  will  reverse  the 
*  increasing  trend  in  protectionism  that  has  shut  our  exports  out  of  a  number  of 

.growing  markets.   Increased  agricultural  exports  mean  higher  prices  for  U.S. 

farmers  and  higher  farm  income. 

U.S.  farmers  wSl  gain  from  the  increase  in  world  income  that  will  arise  from  the 
Uruguay  Round  agreement.   Studies  suggest  that  the  increase  in  world  income 
could  be  as  much  as  $5  trillion  over  ten  years.   The  growth  in  world  income  will 
increase  the  demand  for  agricultural  products,  particularly  for  income-sensitive 
commodities  like  meat,  fruits,  vegetables  and  other  specialty  crops.   Increased 
demand  for  beef,  pork  and  poultry  means  that  U.S.  feed  grain  and  soybean 
producers  will  gain  as  well. 

U.S.  agricultural  exports  ore  expected  to  increase  by  $1.6  to  $4.7  billion  in  2000 
and  by  $4.7  to  $8.7  billion  in  2005.   Grains  and  animal  products  account  for 
almost  75  percent  of  the  increase. 

Increased  exports  mean  more  export-related  jobs,  particulariy  for  high-value  atui 
value-added  products.     Agricultural  export-related  employment  is  expected  to 
increase  by  as  much  as  112,000  jobs  in  2000,  and  by  as  much  as  190,000  jobs  in 
2005. 

Increased  exports  will  raise  farm  prices,  increase  farm  income,  and  lower 
government  outlays  on  price  and  income  support  programs.   The  Uruguay  Round 
agreement  is  expected  to  raise  net  farm  sector  income  by  as  much  as  $1.3  billion 
in  2000  and  by  as  much  as  $2.5  billion  m  2005.   Government  outlays  m  2000 
could  decline  by  almost  $1.3  billion  and  in  2005  could  be  as  much  as  $2.6  billion 
lower. 


Economics-March  IS,  1994 
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•  The  Uruguay  Round  marks  a  beginning,  not  an  end.    The  Uruguay  Round 
agreement  in  agriculture  is  the  first  step  in  moving  world  agriculture  towards 
more  liberalized  markets.    It  commits  GATT  members  to  consider  further 
liberalization.   Consider  the  case  of  non-agricultural  goods.    Prior  to  1947,  the 
average  tariff  rate  for  non-agricultural  goods  exceeded  40  percent.   After  seven 
GATT  rounds,  the  average  tariff  rate  for  these  goods  was  just  5  percent.   'Hie 

<l  Uruguay  Round  will  reduce  these  tariffs  further  to  3.5  percent. 

•  e.Perfaaps  even  more  Important  for  the  future  is  the  discipline  the  Uruguay  Round 
r'will  apply  to  countries  who  might  otherwise  choose  the  direction  of  closed 
/;markets,  production-inducing  internal  supports  and  subsidized  exports.  This 
.-"agreement  has  Important  consequences  for  our  large  trading  partners  that  are 

'■■  currently  outside  of  the  GATT:   China,  Taiwan,  and  the  nations  of  the  Former 
j  Soviet  Union. 

PROVISIONS  OF  IHE  AGREEMENT 

Hie  Uruguay  Round  (UR)  Agreement  is  an  historic  effort  to  open  world  agricultural 
markets,  prompting  increased  trade  and  dynamic  growth.  The  agricultural  agreement 
covers  four  areas,  including  export  subsidies,  market  access,  internal  supports,  and 
sanitary  and  phytosanltary  rules.   The  agreement  is  implemented  over  a  6-year  period, 
1995-2000. 


Export  Subsidies 

Subsidized  exports  must  be  reduced  by  21  percent  in  volume  and  36  percent  in  budget 
outlays  over  6  years  from  the  1986-JK)  base  period.  Under  the  flexibility  provisions, 
countries  may  phase-in  the  export  subsidy  reductions  for  any  commodity  in  equal 
annual  increments  from  1991-92  levels  over  the  6  years.   Products  that  did  not  receive 
export  subsidies  in  the  1986-SHI  period  will  be  ineligible  for  export  subsidies  in  the 
future. 


Market  Access  Provisions 

Under  the  UR  agreement,  all  non-tariff  import  barriers  are  to  be  converted  to  bound 
tariffs.  (This  conversion  process  is  referred  to  as  "tarifTiciation".)  These  tariffs  as  well 
as  other  (pre-existing)  tariffs  will  be  reduced  by  a  minimum  15  percent  and  on  average 
36  percent  over  the  6-year  implementation  period.  In  addition,  for  products  subject  to 
the  tariffication  process,  countries  agree  to  maintain  current  access  opportunities  and  to 
establish  quantitative  commitments  for  new  access  opportunities  if  imports  in  the  1986- 
88  base  period  were  low  or  non-existent. 
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Internal  Supports 

Under  the  UR,  total  internal  support  is  reduced  over  6  years  by  20  percent  from  a 
1986-88  base  period.   No  changes  would  be  required  in  U.S.  policies  to  meet  a  cut  in 
total  internal  support.   Total  support  is  measured  by  a  total  Aggregate  Measure  of 
Support  (AMS)  which  is  the  sum  of  commodity-specific  AMSs  and  a  sector-wide  AMS. 
Sup^rt  measures  agreed  upon  as  non-trade  distorting  are  exempt  from  reduction. 
Tbesevpermitted  policies  include  conservation  measures,  crop  insurance  and  disaster 
assistance,  extension  programs,  and  income  payments  that  are  not  based  on  current 
production  levels.   Permitted  policies  are  exempt  from  countervailing  duty  actions  and 
other .'frATT  challenges  (e.g.,  nullification  and  impairment  actions,  serious  prejudice 
actions). 

Hie  agreement  exempts  direct  payments  that  meet  certain  criteria  from  the  reduction  in 
total  support  for  the  6-year  fanplonentation  period.  Tliese  criteria  generally  require 
that  payments  are  made  on  a  fixed  quantity  and  on  less  than  base  period  production. 
U.S.  deficiency  payments  would  be  exempt  from  reduction  commitments. 

Direct  payments  exonpt  from  reduction  and  other  internal  supports  subject  to  reduction 
would  not  be  exempt  from  countervailing  duty  actions.  However,  they  would  be  exempt 
from  other  GATT  challenges  provided  support  for  a  specific  commodity  did  not  increase 
from  IS^  levels  during  the  implementation  period. 


Sanitary  and  PhvtosanitarY  Measores 

Hie  sanitary  and  phytosanitary  agreement  for  the  first  time  enables  countries  to  use 
GATT  rules  to  check  the  use  of  uiuustifled  health-related  r^ulations  that  restrict  trade 
while  assuring  a  country's  right  to  protect  food  safety  and  animal  and  plant  health. 
Under  the  agreement,  sanitary  and  phytosanitary  measures  must  be  based  on  science. 
However,  countries  may  maintain  sdence-based  standards  that  are  stricter  than 
international  standards. 


Spprial  ynd  Differential  Treatment  for  ppvelnping  Countries 

Developing  countries  are  given  special  treatment  under  the  UR.   Developing  countries 
are  required  smaller  reduction  commitments,  equal  to  two-thirds  of  the  corresponding 
commitment  for  developed  countries,  to  be  implemented  over  10  years.   Least-developed 
countries  are  exempt  from  reduction  commitments. 
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AGGREGATE  EFFECTS 

Important  summary  measures  of  the  effects  of  the  Uruguay  Round  on  U.S.  agriculture 
are  exports,  aggregate  farm  sector  income,  export-related  employment  and  Government 
outlays.   TTiis  section  presents  preliminary  projections  of  these  measures  under  the 
agreement  compared  with  USDA's  baseline  projections  which  assumed  a  continuation  of 
pre-Uruguay  policies.  Projections  are  presented  as  a  range,  reflecting  a  range  of 
plausible  growth  rates  for  global  mcome  generated  by  the  Uruguay  Round.  The 
Urugi^y  Round  is  projected  to  result  in  higher  U.S.  exports,  more  export-related  jobs 
and  higher  aggregate  farm  sector  income  in  2000  compared  to  baseline  levels.  N^  farm 
program  outlays  are  projected  to  decline.  Larger  gains  are  expected  to  occur  by  the 
year  2605  as  world  income  grows  due  to  the  Uruguay  Round. 


EfTecfs  on  UJ>.  Agricnltoral  Exports 

A  summary  of  the  projected  export  effects  are  listed  in  Table  1.  Added  exports  in 
grains  and  animal  products  account  for  almost  75  percent  of  the  total  export  value 
expansion  by  2005. 

Table  l-Projected  Increase  in  U^.  Agricnltural  Exports  Under  the  Umgoay  Round  1/ 

(million  dollars) 


-- 

Commodity 

Change  from  baseline                    || 

FY  2000 

FY  2005 

Grains  and  feeds 

490  -  1,940 

1,950  -  3,910 

Cotton 

50-  290 

60-590 

Animal  Products 

740-   1,660 

1,690  -  2,510 

Horticultural  products 

180-  280 

200  -  370 

Oilseeds  and  products 

170  -  530 

810  -  1,330 

Total 

1,630  -  4,700 

4,710  -  8,710 

/  Valued  at  point  of  export. 
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EfTccts  on  Aggregate  Farm  Sector  Income 

Farm  sector  income  gains  are  made  up  of  several  items.   The  projected  increase  in  cash 
receipts  is  about  $5  billion  by  2000.  However,  lower  government  outlays  on  price  and 
income  support  programs  and  higher  production  costs  caused  by  expanded  output  and 
higher  input  prices  such  as  feed  mean  that  net  income  for  the  farm  sector  goes  up  by 
over  $1  billion  in  2000  and  by  as  much  as  $2.5  billion  by  the  year  2005. 


Table  2— Pkxyected  Increase  in  U^.  Aggr^ate  Farm  Sector  Income 
Under  the  Umgnay  Romid  (bilGon  dollars) 


\  \ '                   Item 

Change  from  baseline                 | 

2000 

2005 

Gross  farm  sector  Income: 

3.6  -  4.6 

8.4  -  9.6 

Cadi  receipts 

4.0  -  5.4 

9.8  -  11.6 

Government  payments 

(0  J)  -  (0.7) 

(1.7)  -  (ZS) 

Other  1/ 

(0.1)  -  (0.1) 

0.3  -  0.5 

Total  production  expenses 

2.5  -  3.3 

6.5  -  7.1 

Net  farm  sector  income 

1.1  -  1.3 

1.9  -  2.5           1 

( )  denotes  negative  numberT 

1/  Includes  farm-related  Income  and  value  of  Inventory  changes. 
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Effects  on  Export-Related  Employment 

Increased  exports  due  to  the  Uruguay  Round  Agreement  are  projected  to  create  an 
additional  41,000  to  112,000  jobs  in  the  year  2000  and  105,000  to  190,000  jobs  in  2005. 


Table  3-Projected  Increase  in  Export-Related  Employment  Under  the  Uruguay  Round 

(thousand  Jobs)  1/ 


1 
t 

Commodity 

Change  from  baseline                  | 

2000 

2005 

Grains  and  feeds 

9.1  -  35.7 

32.8  -  66.1 

Cotton' 

1.4  -  8.2 

1.6  -  15.7 

AnlnAal  products 

23.5-54.2 

543  -  81.0 

Horticultural  products 

4.1  -  5.7 

3.6  -  6.8 

Oilseeds  and  products 

3.1  -  8.5 

12.3  -  20.1 

Total 

41.1  -  112.2 

104.5  -  189.7 

1/  Analytical  method  is  described  in  Appendix  II 


Effects  on  Farm  Program  Outlays 

Increased  exports  will  raise  farm  prices  which  will  lower  deficiency  payment  rates. 
However,  the  reduction  in  outlays  due  to  lower  deficiency  payment  rates  will  be  offset 
somewhat  by  lower  acreage  reduction  program  requirements  due  to  lower  stocks-to-use 
ratios  than  under  the  baseline.  Nonetheless,  deficiency  payment  reductions  could  exceed 
$1  billion  by  2000  and  could  be  as  high  as  $2.4  billion  by  2005.  Feed  grains  account  for 
ahnost  60  percent  of  the  reduction. 

Total  deficiency  payment  reductions  over  the  6-year  implementation  period  are 
estimated  between  $1.7  billion  and  $4.1  billion.  Reductions  in  total  deficiency  payment 
outlays  over  2001-2005  are  projected  to  range  between  $7.3  to  $9.6  billion. 

Export  subsidies  will  be  reduced  by  36  percent  from  1986-90  levels.   This  will  mean  an 
annual  decrease  from  baseline  program  levels  of  over  $500  million  by  2000  and  beyond. 
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Commodity  Credit  Corporation  (CCC)  outlays  for  dairy  will  rise  because  increased 
imports  and  the  reduction  of  dairy  export  subsidies  will  raise  net  removals. 


Table  4— Projected  Change  in  Farm  Program  Outlays  Under  the  Uruguay  Round 

(minion  dollars) 


Item 


Change  from  baseline 


2000 


2005 


DeHdency  payments 


(435)  -  (1,040) 


(1,735)  -  (2,410) 


Expor^  subsidies  1/ 


(535) 


(535) 


CCC  dairy  outlays 


=? 


275 


300 


TobU 


leilotes  negative  number. 
1/  Change  in  program  level. 


(695)  -  (1,300) 


(1,S>70)  -  a,645) 


Effects  on  ^griynltnral  Tariff  Revenues 

The  Uruguay  Round  agricultural  agreement  is  expected  to  result  in  an  annual  estimated 
net  loss  in  agricultural  tariff  revenue  of  $275  million  by  the  year  2000.   Tariff  revenue 
losses  will  occur  because  of  the  average  36  percent  reduction  in  tariffs  required  under 
the  agreement.  There  will  be  some  tariff  g^iins  for  commodities,  such  as  peanuts,  where 
tariff  rate  quotas  have  been  established  with  low  in-quota  tariffs. 

The  reductions  in  tariff  revenue  due  to  tariff  cuts  were  calculated  based  on  the  change 
In  tariff  rates  required  under  the  agreement  and  the  average  level  of  trade  for  those 
commodities  in  19SK)-92.  Because  it  is  expected  that  imports  of  many  commodities  will 
increase  due  to  lower  tariffs,  the  estimated  tariff  revenue  reductions  are  likely 
overstated.   For  commodities  where  the  percent  increase  in  imports  exceeds  the  percent 
drop  in  tariffs,  tariff  revenues  will  increase. 


Eronomics-March  IS.  1994 


24 


SELECTED  COMMODl lY  EEFEC'I'S 

Wheat.    The  Uruguay  Round  agreement  will  change  world  wheat  markets 
fundamentally  as  subsidized  exports,  particularly  from  the  European  Union,  are 
reduced  substantially.  Removal  of  subsidies  will  increase  prices,  dramatically  for  some 
countries,  and  reduce  world  trade  in  the  first  years  of  the  agreement.    Increased  global 
incomes  wiU  increase  world  import  demand  significantly  after  2000.   U.S.  wheat 
production  is  expected  to  increase  and  exports  are  projected  to  increase  150-200  millioa 
bushels  above  baseline  projections  by  2005.   The  agreement  will  strongly  reinforce 
current  trends  in  the  U.S.  wheat  sector  toward  greater  market  orientation.  U.S.  prices 
are  expected  to  rise  8-12  percent,  increasing  market  returns  and  farm  incomes  and 
decreeing  deficiency  payments. 

Feed  grains.   Higher  world  incomes  will  significantly  increase  world  import  demand  for 
coarsci  grains  under  the  Uruguay  Round,  with  most  of  the  impact  occurring  after  2000. 
Increased  access  commitments  and  reductions  in  subsidized  exports  also  will  provide 
trade  opportunities.  Hie  United  States  will  be  the  principal  direct  beneficiary.  U.S. 
com  production  is  expected  to  increase,  and  exports  are  projected  to  rise  200-300 
million  bushels.   In  addition,  increased  U.S.  exports  of  livestock  products  vrill  increase 
domestic  feed  grain  use.   Hie  agreement  will  strongly  reinforce  current  trends  in  the 
U.S.  com  sector  toward  greater  market  orientation.   U.S.  com  prices  are  expected  to 
rise  6-9  percent  over  baseline  projections  by  2005,  increasing  market  returns  and  farm 
incomes  and  decreasing  deficiency  payments. 

Rice.   The  Uruguay  Round  agreement  will  open  the  highly  protected  high-income  rice 
markets  of  Japan  and  Korea,  maintain  access  to  important  markets  in  the  European 
Union,  and  limit  adoption  or  expansion  of  trade  distorting  internal  support  policies  in 
Asia  and  elsewhere.   The  agreement  will  substantially  increase  world  import  demand  for 
the  medium-grain  (japonlca)  rice  preferred  in  Japan  and  Korea.   As  a  nuyor  exporter 
of  medium-grain  rice,  the  United  States  will  benefit  significantly  as  U.S.  prices  and 
export  values  rise,  but  the  full  extent  of  the  gain  depends  on  U.S.  capacity  to  expand 
production  and  exports. 

Soybeans.   Hie  Uruguay  Round  has  limited  implications  for  soybeans  because  world 
trade  in  oilseeds  and  products  is  distorted  little  by  high  tariffs  and  non-tariff  barriers 
and  subsidized  trade  is  relatively  unimportant.  Oilseed  production  also  is  relatively 
unsupported  outside  of  the  European  Union.   Increased  world  soybean  meal  and 
soybean  oil  import  demand  from  the  UR  depends  principally  on  higher  world  incomes, 
and  much  of  that  impact  will  appear  after  2000.   Adjustments  in  other  crops  will 
heavily  infiuence  the  outcomes  for  U.S.  oilseeds,  in  addition  to  the  impact  of  increased 
domestic  demand  and  exports.   The  United  States  will  not  be  required  to  reduce  loan 
rates  or  any  other  internal  support  measure  for  U.S.  oilseeds.   By  2005,  U.S.  soybean 
production  is  projected  to  be  as  much  as  3  percent  higher  and  prices  are  expected  to  be 
as  much  as  9  percent  above  baseline  levels. 
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Peanuts.    Under  the  Uruguay  Round  agreement,  the  United  States  will  reduce  imports 
of  peanut  butter  compared  to  the  baseline  while  providing  increased  import  access  for 
edible  peanut  imports.    U.S.  producers  will  likely  gain  because  the  net  effect  is  expected 
to  be  lower  peanut-equivalent  imports  compared  to  baseline  projections. 

Cotton.   Hie  principal  source  of  Uruguay  Round  effects  on  cotton  is  higher  world 
incomes  which  will  increase  world  consumption  of  cotton  textiles  and  apparel. 
Libeialization  of  textile  and  apparel  trade  eventually  will  further  increase  world  cotton 
demaiid.  Export  subsidies  are  not  important  in  world  cotton  trade,  and  support  for 
cottoS'production  is  limited  among  GATT  member  countries.   Hie  United  States  is 
expected  to  increase  raw  cotton  exports  about  500,000  to  1  million  bales  by  2005,  with 
small  increases  in  U.S.  and  world  cotton  prices. 

f'  '■; 

r      -    ^ 

Sogar.'-  The  Uruguay  Round  will  have  limited  effect  on  worid  sugar  markets.  Increased 
access  commitments,  lower  tariffs,  and  reductions  in  subsidized  exports  will  create  trade 
oppor^nitles  for  exporters.  Hie  largest  effect  on  world  sugar  markets  is  expected  to 
come  from  increased  demand  due  to  the  higher  incomes  brought  on  by  trade 
liberalization.  The  agreement  will  have  minimal  direct  effect  on  the  U.S.  sugar  sector. 
U.S.  production,  consumption,  trade  and  domestic  prices  are  expected  to  be  little 
changed  from  baseline  projections. 

Dairy.   The  Uruguay  Round  agreement  will  have  minor  effect  on  the  U.S.  dairy 
industry.   Production  and  commercial  use  will  be  about  the  same  and  milk  prices  are 
expected  to  increase.   However,'  higher  government  removals  and  reductions  in 
government-assisted  exports  under  the  Dairy  Export  Incentive  Program  (DEIP)  are 
expected  to  cause  government  expenditures  to  increase  by  $200  million  by  2000. 

Beef.  Tlie  Uruguay  Round  is  expected  to  increase  world  beef  trade  because  of  increased 
market  access  in  East  Asia  and  North  America  and  because  higher  incomes  "will  increase 
demand  worldwide.   U.S.  beef  exports  are  projected  to  increase  by  10-14  percent  by 
2005,  while  imports  are  expected  to  increase  by  6-10  percent  and  prices  rise  by  5-7 
percent. 

Pork.   The  Uruguay  Round  Agreement  will  increase  access  to  highly-protected  pork 
markets  in  Asia  and  Western  Europe,  reduce  subsidized  exports  from  the  European 
Union  and  boost  global  demand  by  raising  world  incomes.   Higher  international  and 
domestic  demand  is  expected  to  offset  rising  feed  costs,  leading  to  an  expansion  in  U.S. 
production  at  higher  prices.   The  United  States  will  increase  pork  exports  1.20  to  1.25 
billion  pounds  by  2005. 

POnftTY.   The  Uruguay  Round  agreement  is  expected  to  increase  access  to  high-income 
poultry  markets  in  Asia  and  Western  Europe,  reduce  subsidized  exports  from  the 
European  Union,  and  boost  global  demand  by  raising  world  incomes.   Increased 
international  demand  is  expected  to  offset  rising  domestic  feed  costs,  leading  to  an 
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increase  in  U.S.  broiler  pi'oductiua.    lUc  Uiuicu  Sialic  i^  an  cUioiciU  ana  cuni^^ctnuc 
producer  and  will  benefit  significantly  from  higher  world  demand.    U.S.  poultry  exports 
increase,  rising  by  as  much  as  32  percent  by  2005,  as  foreign  markets  become  an 
increasingly  important  outlet. 

ILggs.   The  impacts  of  a  Uruguay  Round  agreement  on  the  U.S.  egg  industry  are 
expected  to  be  positive,  but  small.   U.S.  egg  exports  (including  egg  products)  will  likely 
increase  as  much  as  6  percent,  mainly  as  a  result  of  reductions  in  subsidized  European 
Unioi^  exports  and  increased  income  growth  due  to  the  agreement.   Exports  will  remain 
a  smaljl  share  of  U.S.  egg  production,  about  2.5-3  percent.   Prices  are  expected  to  rise  3- 
5  percent  and  production  is  projected  to  increase  less  than  2  percent  by  2005. 

Hortitnltoral  products.   U.S.  trade  in  horticultural  products  is  expected  to  increase 
from 'baseline  projections  by  2000  with  a  Uruguay  Round  agreement  because  of  lowered 
tariffs,  higher  incomes,  improved  phytosanitary  dispute  resolution  procedures,  and  less 
competition  with  subsidized  exports  in  some  important  U.S.  markets.   The  quantity  and 
vahie  6f  U.S.  exports  Is  expected  to  rise  more  than  for  Imports,  resulting  in  an  increase 
in  net  trade. 
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URUGUAY  ROUND:  INTERNAL  SUPPORT 
LIST  OF  U.S.  POUCIES  INCLUDED  IN  AGGREGATE  MEASURE  OF  SUPPORT 

The  foUowing  list  of  programs  in  the  1986-88  base  period  is  included  in  the  aggregate 
r^r^upport  O^MsTfor  each  commodity.  The  sum  of  the  AMSs  for  aU  commodxU^ 
and  the  sector  wide  AMS  are  subject  to  a  Uruguay  Round  reduction  m  mtemal  support  of  20 
percent    The  United  States  has  already  met  the  reduction  commitment  becau^  of  farm  and 
budget  iegislaticei.   Current  deficiency  payments  paid  on  85  percent  or  less  of  base  level  of 
5Son  a^  Sempt  from  the  reduction  but  are  subject  to  Article  13  (Due  Res^O  of  ^e 
Agreement  on  Agriculture.   PoUcies  such  as  marketing  loans  that  have  been  mtroduced  smce 
the  base  period  would  be  included  in  the  AMSs. 

Barley  Basic  deficiency  payments,  0-50/92  deficiency  payments 

Diversion  payment 
Certificate  premium 
Loan  forfeit  subsidy 
Storage  payment 
Commodity  loan  interest  subsidy 

Beef  Government  purchases 

Com  Basic  deficiency  payments,  0-50/92  deficiency  payments 

Diversion  payment 
Certificate  premium 
Loan  forfeit  subsidy 
Storage  payment 
Commodity  loan  interest  subsidy 

Cotton  Basic  deficiency  payments,  0-50/92  deficiency  payments 

Diversion  payment 
Certificate  premium 
Loan  forfeit  subsidy 
Marketing  loans 
Loan  deficiency  payment 
Extra-long  staple  cotton  (ELS)  payments 
Inventory  protection  payment 
First  handler  payments 
Storage  subsidy 
Commodity  loan  interest 
Fees  and  levies 

Dairy  Price  support/quota 

Dairy  indemnities 
State  subsidy 
Dairy  assessment 
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Honey 


Mohair 


Oats 


Peanuts 


Rice 


Rye 

Sorghum 


Soybeans 

Sugar 

Tobacco 


Marketing  loans 
Loan  forfeit  subsidy 
Commodity  loan  interest  subsidy 

Support  payments 
Fees  and  levies 

Basic  deficiency  payments,  0-50/92  deficiency  payments 

Diversion  payment 

Certificate  premium 

Loan  forfeit  subsidy 

Storage  payment 

Commodity  loan  interest  subsidy 

Price  support/quota 
Loan  forfeit  subsidy 
Commodity  loan  interest  subsidy 

Basic  deficiency  payments,  0-50/92  deficiency  payments 

Diversion  payment 

Certificate  premium 

Loan  forfeit  subsidy 

Marketing  loans 

Commodity  loan  interest  subsidy 

Loan  forfeit  subsidy 
Commodity  loan  interest  subsidy 

Basic  deficiency  payments,  0-50/92  deficiency  payments 

Diversion  payment 

Certificate  premium 

Loan  forfeit  subsidy 

Storage  payment 

Commodity  loan  interest  subsidy 

Loan  forfeit  subsidy 
Commodity  loan  interest  subsidy 

Price  support/quota 
Commodity  loan  interest  subsidy 

Commodity  loan  interest  subsidy 
Fees  and  levies 
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Wheat  Basic  deficiency  payments,  0-50/92  deficiency  payments 

Diversion  payment 
Certificate  premium 
Loan  forfeit  subsidy 
Storage  payment 
Commodity  loan  interest  subsidy 

Wool  Support  payments 

Fees  and  levies 

Non-Product-Specific 

Irrigation  on  Bureau  of  Reclamation  Projects  in  17  western  states 
Net  federal  budget  outlays  for  grazing  livestock  on  federal  land 
Crop  insurance  subsidized  by  the  Federal  Crop  Insurance  Corporation 
State  credit  programs 
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GATT/Uruguay  Round 


AGRICULTURAL  PROVISIONS 
OF  THE  URUGUAY  ROUND 


Including  the  Disciplines  for 

•  Market  Access 

•  Export  Subsidies 

•  Internal  Support 

•  Sanitary  and  Phytosanitary  Measures 


The  Uruguay  Round  of  Multilateral  Trade  Negotiations  under  the  General  Agreement  on  Tariffs  arut  Trade  (GATT) 
is  the  most  comprehensive  reform  ever  of  the  world  trading  system.  On  December  15,  1993,  after  7  years  of  difficult 
negotiations,  117  countries  reached  an  agreement  to  conclude  the  Uruguay  Round  negotiations,  with  obligations 
specified  in  the  'Uruguay  Round  Final  Aa. '  This  report  explains  the  agricultural  provisions  of  the  Uruguay  Round 
GATT  agreement,  with  emphasis  on  the  new  disciplines  for  international  agricultural  trade. 


January  1994 
U.S.  Department  of  Agriculture 
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AGRICULTURAL  PROVISIONS 
OF  THE  URUGUAY  ROUND 
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This  report  was  prepared  by  the  Foreign  Agricultural  Service  of  the  U.S.  Department  of  Agriculture 
with  the  assistance  of  William  J.  Hudson  (The  Pro  Exporter  Network®,  Maumee,  Ohio). 

The  United  Stales  Depaitment  of  Agriculture  (USDA)  prohibits  discrimination  in  its  programs  on  the  bssis  of  race,  color,  natiorul  origin, 
sex,  religion,  age,  disability,  political  beliefs  and  marital  or  familial  status.    (Not  all  prohibited  bases  apply  to  all  programs.)    Persons  with 
disabilities  who  require  alternative  means  of  communication  of  program  information  (braille.  large  prim,  audiotape,  etc.)  should  contact  the 
USDA  Office  of  Communications  at  (202)  720-5881  (voice)  or  (202)  720-7808  (TDD).   To  file  a  complaint,  write  the  Secretary  of 
Agriculnire,  U.S.  Department  of  Agriculnire.  Washington,  D.C.,  20250,  or  call. (202)  720-7327  (voice)  or  (202)  720-1 127  CTDD).    USDA  is    . 
an  equal  employment  opponunily  employer. 
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Introduction:  The  Uruguay  Round  and  U.S.  Agriculture 

The  products  from  over  30  percent  of  all  U.S.  crop  acres  are  exported.  U.S.  farm  income  has  become 
increasingly  dependent  upon  agricultural  exports.  Trade  has  become  the  key  source  for  growth  in 
farm  revenue  and  employment. 


The  General  Agreement  on  Tariffs  and  Trade 
(GATT)  is  a  multilateral  accord,  subscribed  to  by 
1 15  nations,  which  together  account  for  nearly  90 
percent  of  world  trade.  Its  basic  aim  is  to 
liberalize  world  trade  and  place  it  on  a  secure 
basis,  thereby  contributing  to  economic  growth 
and  development.  Established  in  1948,  the  GATT 
is  the  only  multilateral  organization  that  lays  down 
agreed  rules  for  international  trade.  It  also 
functions  as  the  principal  international  body 
concerned  with  muldlaterally  negotiating  the 
reduction  of  trade  barriers  and  other  measures 
which  distort  competition.  Thus,  GATT  is  both  a 
code  of  rules  and  a  forum  in  which  countries  can 
discuss  and  resolve  their  trade  disputes  and 
negotiate  to  enlarge  world  trading  opportunities. 

Progress  in  the  GATT  takes  place  in  rounds  of 
negotiations,  of  which  seven  have  been  completed 
since    1948.    The   eighth    round,    the   Uruguay 


ISSUES  IN  THE  URUGUAY  ROUND 

Geaeral  trade  liberalization 

1.  Tariffs 

2.  Non-tariff  barriers 
Sector-specific  trade  liberalization 

3.  Natural-resource-based  products 

4.  Textiles  and  clothing 

5.  Agriculture 

6.  Tropical  products 

Improvement  of  GATT  as  legal  frameworit 

7.  GATT  articles 

8.  GATT  codes  of  practice 

9.  Safeguards  against  sudden  import  suf;ges 

10.  Subsidies 

11.  Intellectual  property  rights 

12.  Trade-related  investment  measures 

13.  Services 

Improvement  of  GATT  as  an  institution 

14.  Dispute  settlement 

15.  Functioning  of  GATT  system 

Each  of  these  anas  will  hare  important 
Implications  for  agricultural  trade. 


Round,  commenced  in  1986.  The  Uruguay  Round 
is  the  first  to  significantly  address  comprehensive 
reform  to  improve  conditions  of  international 
competition  in  agricultural  trade.  No  previous 
round  has  been  as  important  to  U.S.  agriculture, 
or  as  difficult  to  negotiate. 

After  over  5  years  of  negotiations  the  Director- 
General  of  the  GATT  submitted  a  compromise 
proposal  that  covered  all  areas  of  the  negotiations. 
This  proposal,  the  Draft  Final  Act,  was  the 
Director-General's  effort  to  strike  a  compromise 
to  bring  the  Round  to  a  conclusion.  The  Draft 
Final  Act  was  the  basis  for  the  Uruguay  Round 
agreement  reached  on  December  15,  1993, 
including  the  agreement  on  agriculture. 

Export  markets  are  important  outlets  for  most 
of  the  principal  commodities  produced  by  U.S. 
agriculture,  including  wheat,  rice,  soybeans, 
cotton,  tobacco,  and  com,  as  shown  in  Figure  1. 
Altogether,  exported  products  account  for  over  30 
percent  of  U.S.  agricultural  acreage,  as  shown  in 
Figure  2.  The  export  of  these  agricultural  products 
employs  over  1  million  Americans,  as  shown  in 
Figure  3. 

With  this  strong  dependence  on  exports,  U.S. 
agriculture  has  long  been  a  supporter  of  freer 
world  trade.  Freer  trade  in  all  products  is  a 
necessary  condition  for  sustainable  economic 
growth  and  the  primary  source  of  new  demand  for 
farm  products  and  growth  in  farm  incomes. 

The  purpose  of  this  report  is  to  introduce  the 
reader  to  the  agricultural  provisions  in  the 
Uruguay  Round  GATT  agreement.  This  includes 
a  brief  discussion  of  the  policy  issues  which  led  to 
the  initiation  of  the  Uruguay  Round  and  a 
description  of  the  principal  mechanisms  and  pro- 
visions addressing  trade  distortions  caused  by 
market  access  barriers,  export  subsidies,  internal 
support,  and  unjustified  sanitary  and  phytosanitary 
measures.  Additionally,  this  report  provides 
background  information  on  the  negotiations  and 
the  terminology  related  to  the  Final  Act. 


(The  complete   report    is   held    in   the   committee   files.) 
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Throughout  history,  trade  has  been  a  cornerstone  of 
relations--both  good  and  bad--between  nations.   My  home  state  of 
Montana  has  been  both  a  source  of  trading  commodities  and  a 
crossroads  of  trade  since  before  recorded  history. 

While  there  are  many  who  believe  expanded  trade  provides 
some  sort  of  cure  all  for  the  economic  shortcomings  of  all 
parties  involved,  many  of  the  Montana  farmers  and  ranchers  I 
represent  take  a  somewhat  more  skeptical  view. 

They  have  experience  with  the  U.S. --Canada  Free  Trade 
Agreement,  they  have  fears  about  the  U.S.  Canada  Free  Trade 
Agreement,  and  they  are  just  now  raising  their  eyebrows  at  GATT. 

They  ask  questions  like:  "Why  do  we  always  negotiate  these 
treaties  on  the  "fast  track",  but  when  it  comes  to  ironing  out 
agriculture's  problems  of  these  treaties,  we  are  on  the  slow 
track? 

Secretary  Espy  right  now  ASCS  committees  in  Montana  are 
conducting  meetings  in  each  of  Montana's  56  counties,  asking 
farmers  what  they  would  like  to  see  in  the  1995  farm  program.   I 
understand  that  this  same  process  is  taking  place  in  all  states 
where  farmers  participate  in  agriculture  Department  programs. 

At  these  meetings,  however  well  meaning,  there's  also  an 
underlying  suspicion  that  no  matter  what  farmers  say  or  what 
sound  arguments  they  put  up  to  back  their  positions,  the  farm 
policy  in  free  trade  agreements,  and  the  GATT  negotiations  will 
be  written  by  the  State  Department,  the  U.S.  Trade 
Representative,  the  Office  of  Management  and  Budget  and  others. 

They  wonder  if  their  views  will  even  be  considered.   They 
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wonder  if  GATT,  like  the  U.S.  Canada  Agreement,  merely  will 
provide  lip  service  to  looking  out  for  American  farmers. 

In  a  study  by  the  Federal  Reserve  Bank  of  Kansas  City 
several  months  ago  they  looked  at  the  effects  of  global  "free 
trade"  on  the  AGRICULTURAL  economies  of  American  states.   In  a 
purely  agricultural  sense,  few  states  gain  very  much. 

In  fact  Montana  stood  to  lose  very  much  because  of  its  high 
involvement  in  federal  programs,  its  isolation  from  markets,  its 
near  monopolistic  transportation  system,  and  its  extreme  climate 
and  unique  soils  that  offer  farmers  few  alternatives  to  growing 
wheat,  barley  and  beef  cattle. 

Maybe  it  was  wishful  thinking,  but  Montana  farmers  and 
ranchers  believed  the  promises  of  the  U.S.  Canada  Free  Trade 
Agreement  before  it  took  effect.   As  far  as  they  are  concerned, 
its  now  a  broken  treaty.   They  have  no  market  access,  they 
believe  Canada  is  playing  unfairly  and  are  disappointed  in  their 
government's  lack  of  speed  or  conviction  in  standing  up  for 
American  farmers. 

As  GATT  looms  on  the  horizon,  they  want  to  know:  What 
mechanisms  will  be  in  place  in  GATT  to  rectify , trade  rule 
inequities  when  they  crop  up? 

They  also  want  to  know  if  section  22 which  so  far  has 

provided  no  adjustment  or  relief  for  Montanans  or  other  American 
wheat  farmers--if  that  goes  out  when  GATT  takes  hold,  what  straws 
do  they  have  to  grasp  at,  and  what  can  the  government  do  to 
ensure  fair  competition  between  farmers  and  nations? 
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STATEMENT  BY  THE  HONORABLE 

BLANCHE  M.  LAMBERT 

BEFORE  THE 

HOUSE  COMMITTEE  ON  AGRICULTURE 

MARCH  16,  1994 

Mr.  Chairman  thank  you  for  holding  this  hearing  and  as  always, 
thank  you  for  your  commitment  to  free  and  fair  trade  and  to 
opening  new  markets  for  our  agricultural  products. 

I  am  especially  pleased  that  Ambassador  Kantor  and  Secretary  Espy 
are  here  today  and  before  we  begin  I  just  want  to  offer  my  thanks 
and  support  for  the  tremendous  job  that  they  have  done  on  world 
trade  issues.   The  commitment  of  these  two  gentlemen  and  of  this 
Administration  on  trade  is  unparalleled.   Beginning  with  their 
revival  of  and  assistance  in  eventually  passing  the  North 
American  Free  Trade  Agreement  and  continuing  with  the  successful 
completion  of  the  Uruguay  Round  of  the  GATT  -  a  task  that  some 
thought  might  never  happen  -  these  gentleman  have  been  there  for 
American  agriculture  time  and  time  again.   I,  for  one,  am 
extremely  grateful  as  are  the  farmers  in  my  district . 

Although  we  as  a  committee  on  only  beginning  to  explore  the 
details  of  what  was  accomplished  in  December,  the  preliminary 
indications  seem  to  be  positive.   I  have  always  been  a  firm 
believer  that,  given  a  level  playing  field,  our  farmers  can 
successfully  compete  against  any  nation  in  the  world.   This 
agreement  seems  to  adopt  that  philosophy  through  important  gains 
in  market  access,  export  subsidies,  and  internal  supports.   Many 
of  the  commodities  produced  in  my  district  will  benefit  from  this 
agreement,  but  I  have  to  point  out  one  in  particular:  rice. 
Since  the  Japanese  agreed  to  lift  their  import  ban  on  American 
rice,  for  the  first  time  in  several  decades  Arkansas  rice  is 
being  shipped  to  Japan  -  22,000  metric  tons  to  date  with  more 
sales  expected.   Not  only  have  we  benefitted  economically,  but 
their  has  been  a  positive  shift  in  the  way  the  two  countries 
perceive  each  other,  and  that  is  a  noteworthy  achievement. 

However,  no  agreement  is  perfect  and  I  do  have  concerns  relating 
to  the  cotton  program  and  textiles  that  I  hope  we  will  be  able  to 
address  in  the  coming  months .   As  we  see  an  increase  in  demand 
for  value-added  cotton  products  and  a  decrease  in  demand  for  raw 
cotton,  the  strength  of  America's  cotton  interest  are 
increasingly  tied  to  the  textile  industry.   I  want  to  ensure  that 
adequate  attention  is  given  to  market  access  for  our  products  and 
that  questions  regarding  the  treatment  of  non-GATT  members, 
potential  changes  to  the  cotton  title  of  the  1990  farm  bill,  and 
changes  in  Section  22  authority  are  addressed.   Based  on  the  past 
actions  of  this  Administration,  I  am  sure  that  these  concerns 
will  be  addressed.   Thank  you  again  Mr.  Chairman.   I  look  forward 
to  hearing  today's  testimor^3f,„,„ „„„„,,,„„„, 
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STATEMENT  OF  CONGRESSMAN  EMERSON 

BEFORE  THE  HOUSE  AGRICULTURE  COMMITTEE 

REVIEW  OF  THE  URUGUAY  ROUND  GATT  AGREEMENT 

MARCH  16,  1994 

Mr.  Chairman,  I  thank  you  and  our  Ranking  Member,  Mr.  Roberts,  for 

holding  this  public  forum  today  to  discuss  a  matter  vitally  important  to  American 

Agriculture.   America's  future  relationship  with  world  trading  partners  has  never  been 

more  critical  and  our  domestic  farmers  and  ranchers  along  with  related  industries  will 

play  a  crucial  role. 

World  trade  is  the  key  to  the  future  of  American  agriculture.    Maintaining  our 
current  farm  markets  is  no  longer  good  enough  for  the  average  American  farmer  or 
rancher.  The  future  economic  prosperity  of  the  men  and  women  who  ensure  the 
sustained  production  of  food  and  fiber  for  the  world  hinges  on  our  ability  to  create 
and  expand  new  markets  around  the  globe. 


The  farmers  of  this  nation  have  been  greatly  encouraged  by  our  nation's 
efforts  to  liberalize  agricultural  trade  with  our  foreign  trading  partners.   World 
markets  change,  and  our  domestic  farm  producers  strive  to  evolve  and  adapt  with 
them.   Compteting  against  our  world  competitors  is  always  difficult  --  but  possible. 
Competing  against  a  world  comjjetitor  that  will  not  open  their  own  markets  is 
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impossible.  Today,  I  am  eager  to  learn  of  our  nation's  efforts  to  tear  down  the  unfair 
trade  barriers  that  the  American  agricultural  producer  has  faced  for  years  and  what 
challenges  lie  ahead  in  implementing  the  Uruguay  Round  GATT  agreement 

I  stand  ready  to  work  closely  with  this  Committee  in  order  to  ensure  the 
continued  profitable  livelihood  of  American  agriculture  through  world  trade. 
Likewise,  I  am  encouraged  by  the  prospects  of  a  closer  trade  relationship  with  our 
GATT  partners  and  the  benefits  that  American  agriculture  may  gain  from  such  an 
agreement.  The  world  is  changing  and  American  agriculture  must  be  poised  to  adapt 
to  these  global  changes.  Now,  we  have  the  opportunity  to  redouble  our  energies  to 
win  at  trade  and  we  must  continue  toward  that  goal. 
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OPENING  STATEMENT 
OF  THE 
HONORABLE  STEVE  GUNDERSON  OF  WISCONSIN 
MARCH  16,  1994 

MR.  CHAIRMAN: 

Thank  you  £or  holding  this  hearing  to  investigate  the  Inqpact  of 
the  recently  negotiated  General  Agreement  on  Trade  and  Tariffs 
(GATT)  on  our  agricultural  producers.  As  the  Chairman  knows,  I  have 
long  been  an  advocate  of  expanded  trade  opportunities  for  American 
agriculture.  At  the  same  time,  we  must  assure  that  our  producers 
are  competing  on  a  level  playing  field. 

That's  why  I  am  growing  increasingly  concerned  about  the  dairy 

provisions  of  the  GATT.   Compare,  for  example,  the  amount  of 

subsidized  dairy  products  that  the  European  Community  and  the  United 

States  will  be  able  to  move  on  the  world  market  in  the  year  2000: 

Commodity         European  Community  United  States 

Butter/butteroil          366,000  mt  21,097  mt 

Non-fat  Dry  Milk          243,000  mt  68,201  mt 

Cheese                    305,000  mt  3,030  mt 

Other  Dairy  Products      939,000  mt  34  mt 


Total  1,853,000  mt  92,362  mt 

Simply  stated,  Mr.  Chairman,  this  is  anything  but  fair  trade. 

In  addition,  several  countries  are  offering  what  can  only  be 
described  as  creative  explanations  for  their  noncon^lianca  with 
GATT.   Most  notable  among  those  countries  is  Canada. 

Just  as  the  United  States  will  surrender  its  Section  22 
protection  for  its  dairy  industry,  as  a  signatory  to  the  GATT 
agreement,  Canada  has  agreed  to  the  tariff ication  of  its  Article  XI 
quotas.   When  read  in  conjiinction  with  the  Canadian-American  Free 
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Trade  Agreement  which  requires  the  elimination  o£  tariffs  over  the 
next  decade,  American  dairy  products  should  be  entitled  to 
unrestricted  entry  into  Canada  around  the  turn  of  the  century. 

Yet,  Canada  is  resisting  this  interpretation  of  the  trade 
agreements  and  country- to-country  negotiations  are  at  an  impasse. 
We  camnot  allow  this  stalemate  to  continue.  We  must  insist  on  the 
proper  application  of  the  6ATT  and  CAFTA  agreements  if  the  American 
dairy  industry  is  to  receive  any  substantive  benefit  from  the  GATT. 

Another  concern  that  must  be  addressed  during  the  upcoming 
decade  is  the  new  minimum  access  for  butterfat  that  will  increase 
the  amount  of  butter  and  butteroil  coming  into  the  country  by  5,600 
metric  tons  by  the  year  2005.   If  this  new  access  is  allocated  on  a 
first-come,  first-served  basis,  there  is  the  potential  that  it  will 
all  come  into  the  United  States  at  the  beginning  of  the  year  and 
throw  the  domestic  market  and  producer  incomes  into  a  tailspin. 

Finally,  the  issue  of  the  auctioning  of  dairy  Import  licenses 
must  be  carefully  considered.  While  such  an  auction  will  raise  a 
minimum  amount  of  offsetting  revenue,  I  have  yet  to  find  anyone  in 
the  industry  who  believes  that  this  is  a  good  idea.   To  the 
contrary,  there  is  a  strong  suggestion  that  an  auction  of  licenses 
will  result  in  more  cooBiodity  cheese  entering  the  country  rather 
than  branded  cheese.   Increased  inserts  of  commodity  cheeses  could 
result  in  more  removals  of  domestic  cheese  by  the  CCC  and  lower  milk 
prices  and  higher  assessments  for  dairy  farmers. 

In  short,  Mr.  Chairman,  we  have  a  lot  of  work  to  do  on  GATT 
Is^lementing  legislation  before  those  of  us  who  represent  American 
dairy  producers  can  support  this  trade  agreement.  I  look  forward  to 
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worklng  with  you  and  the  Admlnlatratlon  In  resolving  these 
difficulties.  Again,  thank  you  for  holding  this  hearing  to  get  us 
started  on  this  process. 
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Talking  Points  on  CianBiitStatui^QfG ATT  Agreement 

You  should  know  that  Miiouf  concemg  tenuun  about  tba  owall  tfTect  of  the  OATT 
agreement  on  the  U.S.  forest  products  industty.   On  balance,  this  agreement  *•  as  cturently 
written  ••  is  not  a  great  deal  for  the  foreat  indostriefl.  I  wanted  to  let  you  know  of  my 
concerns  now  so  we  can  tiy  to  addreas  some-  of  these  problems  as  Congress  and  the 
Administration  draft  the  GATT  implemeotiag  legislation. 

Wflpdi  Products 

0         USTR  has  worked  to  achieve  the  mndmura  leverage  possible  in  negotiationa  with 

Japan  on  wood  tariffs,  and  we  a|)plaai  their  commitment  and  tbeir  efforts.  However, 
If  the  agreement  is  signed  as  it  curaaatly  studsi  it  doe*  notbtng  for  tbe  wood 
products  industry. 

0         In  fact,  it  does  less  than  aetfaiitg- because  it  allows  the  Japanese  off  the  hook.   After 
seven  years  of  negotidtions  to  oliniiiute  tarifib  oa  wood  products,  J^an  agreed  to  do 
nothing  more  than  w^at  diey  had  already  agreed  to  do  under  the  previous  1990  301 
agreement  ~  a  50  percent  cut  in  tazifEs  over  3  years. 

0         And  v^en  Japan  refttsed  to  go  to  tan  tarifiii,.  18  other  countries  pulled  back  firom  their 
zero  tariff  offers.  /*f  aa.  in  fact,  blocked  an  emerging  iatemationai  consensus.   This 
retreat  fnm  zero  nrim  for  wocrd  products  results  in  a  loss  of  S8.8  billion  in  potential 
new  business. 

o         Agreement  was  reached  to  eliminate  tariff  on  paper,  but  over  ten  years  -  not  the 
originally  anticipated  five  years.  Th«  benefits  we  hoped  to  achieve  m  the  Round  are 
greatly  reduced  if  tariff  reductioDS  m  stretched  out  over  ten  years  instead  of  five. 

0  There  is  still  a  possibility  aceelarated  staging  could  be  achieved  if  enoti^  pressure  is 

brought  to  bear  on  the  European  Commission,  and  the  industry  is  making  every  effort 
to  assist  0U4  negotiators  in  that  uadettaking.  However,  if  they  are  not  succaaaftil.  U.S. 
export  benefits  to  the  piyer  industry  are  reduced  by  S3.3  billion. 

0  This  situation  is  a  classic  example  of  hew  American  industry's  commitment  to  fair  and 

free  trade  is  not  reciprocated  by  our  trading  partners,  tlxe  U.S.  paper  industiy  agreed 
to  the  virtual  elimination  of  U.S.  tariffs  back  in  Uie  Tokyo  Round.  The  EC  continued 
to  impose  a  9  percent  tariff  on  ourpxoduets.  At  the  same  time,  European  industry 
took  unfair  advantage  of  the  open  U.S.  market.  Commerce  determined  European  paper 
producers  were  dumping  here  in  1990-91,  and  Etu'opean  imports  have  surged  again  in 
1992-93.  Yet  the  Europeans  expect  this  industry  to  wait  another  tan  years  for  a  level 
playing  field. 
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"Gfaanlitrhttng"  of  Rnvironmgntal  Subiidiea 

Thij  proviiion  would  allow  all  countricf  to  offer  subsidies  of  14)  to  20  p«rc«nt  of  tht 
cost  of  meeting  new  or  stricter  enviromneDttl  reguUiions.  This  chaogt  wu  added  at 
the  eleventh  hour  without  consulting,  any  of  USTR's  industry  advisors.  It  greatly 
coDcems  me. 

I  understand  the  Agreement  limits  such  subsidies  to  a  series  of  "one-time  mouuret*  to 
cover  &e  cost  of  adapting  existing  facilities  to  new  environmental  regulations.    I  im 
concerned  about  how  we  can  limit  ai^  additional,  unintended  benefits  to  U.S. 
competitors,  such  u  increased  levels  of  production  or  improved  cost  competitiveness. 

I  hope  the  Administration  will  work  with  me  and  odier  supporters  of  die  forest 
products  industry  to  ensure  that  these  subsidies  do  not  substantially  disadvantage  our 
industry. 

Environmental  Work  Plan 

I  understand  a  key  element  of  the  environmental  work  program  currently  b«ing 
davaloped  by  USTR  will  be  to  rvwritc  international  trade  rules  to  provide  a  legal  basis 
for  allowing  countries  to  enforce  intamational  environmental  agreements  by 
conditioning  market  acieffi  on  a  country's  compliance. 

I  am  concerned  that  ^ese  "Green  Round  negotiations"  will  not  be  subject  to  the 
checks  and  balances  imposed  on  most  negotiations  (e.g.,  negotiating  authority  will  not 
be  required  and  governmental  decision'making  will  not  be  subjected  to  existing 
industry  advisory  committee  processes). 

I  hope  that  is  not  the  case  because  I  believe  it  would  set  a  dangerous  precedent  for 
trade  agreements  to  be  negotiated  in  the  dark.  I  mist  that  tiie  Administration  will 
ensure  that  any  trade  and  environmental  restrictions  are  clearly  reviewed  and  vetted 
through  industry  advisors  before  any  action  is  taken. 


Concluiion 

We  need  to  have  these  concerns  fixed  before  the  implementing  legislation  is  submitted 
for  the  up  or  dovm  vote  so  we  can  be  sure  that  this  agreement  protects  the  Intarwt  of 
the  forest  products  facilities  in  my  district,  and  the  voters  who  depend  on  them  fbr  a 
living. 
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OPENING  STATEMENT  OF  CONGRESSMAN 
TERRY  EVERETT 

FULL  AGRICULTURE  COMMITTEE 

GATT 

MARCH  16, 1994 


I  would  like  to  take  this  opportunity  to  thank  the  Chairman,  Mr.  de  la 
Garza,  and  the  Ranking  Member,  Mr.  Roberts,  for  holding  this  hearing  today. 
I  think  the  debate  on  NAFTA  last  year,  while  highly  charged  and  contentious, 
was  only  a  small  precursor  of  things  to  come. 

I  feel  that  the  General  Agreement  on  Tariffs  and  Trade,  or  GATT,  is 
potentially  a  large  step  toward  increasing  our  country's  agricultural  exports. 
However,  this  can  only  be  accomplished  with  a  level  playing  field  which 
means  everyone  must  play  by  the  same  rules. 

I  know  everyone  here  in  the  committee  knew  of  my  stance  against 
NAFTA.    It  had  nothing  to  do  with  "protectionism "  or  "racism"  or  any  other 
"ism."  Instead,  I  felt  that  particular  trade  agreement  was  not  in  the  best 
interest  of  my  district,  my  state,  or  the  entire  country.  I  still  feel  that  way 
today. 

Now,  we  are  here  today  to  here  testimony  from  the  United  States  Trade 
Representative  Mickey  Kantor,  and  the  Secretary  of  Agriculture  Mike  Espy  to 
consider  the  Administration's  views  on  GATT  and  hopefully  to  hear  the 
status  of  this  trade  agreement. 

As  a  member  of  the  Agriculture  Committee  who  represents  the  third 
largest  peanut  producing  Congressional  District,  I  must  again  reiterate  that 
this  agreement  must  create  a  level  playing  field  for  this  country's  peanut 
producers. 

I  am  happy  to  note  that  for  the  first  time  in  history,  peanut  butter  has  a 
tariff-rate  quota  based  on  1993  import  levels.  While  I  think  this  is  a 
significant  first  step,  I  feel  that  we  should  set  import  levels  at  1988  levels.    For 
example,  let  us  examine  Canada.  According  to  the  Department  of 
Agriculture's  Foreign  Agriculture  Service,  imports  of  peanut  paste  and  butter 
has  increased  several  hundred  percent  since  1988.  I  also  note  that  this  issue  is 
also  the  subject  of  an  ITC  investigation.   We  should  not  reward  countries 
who  take  imfair  advantage  of  this  country's  trade  laws  by  transshipping 
peanuts  produced  by  other  coimtries  in  order  to  gain  lower  tariff  rates.  This 
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directly  hurts  Americar\  jobs  and  American  farmers.    In  addition, 
transshipment  also  disrupts  domestic  supply  control  programs  such  as  the 
peanut  program,  resulting  in  a  cost  of  millions  of  dollars  to  the  American 
taxpayer. 

Also,  minimum  access  for  peanuts  was  established  based  on  three 
percent  of  the  base  period  1986-1988.  Since  domestic  consumption  had 
declined  during  those  years  because  of  crop  problems  and  a  surge  of  imports 
of  peanut  butter,  the  actual  minimum  access  level  will  result  in  a  higher 
percentage  of  the  domestic  market  than  if  current  consumption  levels  were 
used  as  a  base. 

I  also  want  to  ensure  that  quality  control  of  foreign  peanuts  and  peanut 
products  do  not  deteriorate.   As  the  Secretary  and  Ambassador  are  very  much 
aware,  the  U.S.  peanut  program  has  the  highest  quality  peanuts  in  the  world. 
The  U.  S.  has  all  but  eliminated  the  threat  of  the  naturally-occurring 
carcinogen  aflatoxin  from  from  appearing  in  our  domestic  peanut  supply  by 
the  use  of  chemical  analysis. 

Although  I  am  happy  to  say  language  from  Marketing  Agreement  146 
was  incorporated  into  the  GATT  which  addresses  quality  of  peanuts  and 
peanut  paste,  I  am  concerned  that  without  proper  quality  controls  by  USDA, 
Customs,  and  FDA,  our  nation's  food  supply  could  be  compromised  by 
inferior  peanut  products.   For  example,  a  recent  government  study  concluded 
that  up  to  12%  of  imported  peanut  products  are  contaminated.   This  level  of 
contamination  would  only  increase  as  our  tariffs  are  reduced  over  time. 

These  concerns  should  be  addressed  by  incorporating  into  the  GATT 
enabling  legislation  provisions  which  would  require  that  all  imported 
peanuts  and  peanut  products  meet  the  same  high-quality  standards  of  USDA 
grade  and  quality  regulations  that  American  producers  must  achieve.  All 
foreign  peanuts  and  products  should  also  be  tested  in  the  U.S.  for  aflatoxin 
residue,  and  not  just  dependent  upon  certificates  by  the  producing  countries. 

I  thank  Mr.  Espy  and  Ambassador  Kantor  for  appearing  here  today,  and 
I  look  forward  to  their  testimony. 

Thank  you,  Mr.  Chairman. 
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The  Chairman.  With  that,  we  welcome  both  of  you,  and  we  will 
hear  from  Secretary  Espy  at  this  time.  Or  if  you  wish  to  defer  to 
Ambassador  Kantor. 

Secretary  Espy.  I  would  like  to  invite  the  Ambassador  to  go  first. 

The  Chairman.  We  have  no  problem. 

Mr.  Ambassador. 

STATEMENT  OF  MICHAEL  KA^^^OR,  UNITED  STATES  TRADE 
REPRESENTATIVE,  OFFICE  OF  THE  UNITED  STATES  TRADE 
REPRESENTATIVE 

Ambassador  Kantor.  Since  I  will  go  first,  I'm  going  to  allow  Sec- 
retary Espy  to  answer  the  agricultural  questions. 

I  counted  only  five  maybes,  Mr.  Roberts,  so  you're  a  little  behind 
there,  change  those  maybes  into  resounding  yeses  on  all  matters. 
And  I  think  we  can  and  will,  and  we  obviously  will  continue  to 
work  with  this  committee,  led  by  this  Chair,  and  with  the  biparti- 
san spirit  in  which  we  have  all  worked  together  in  the  past  14 
months,  we'll  continue  to  do  so.  I  know  Secretary  Espy  shares  that. 

Mr.  Roberts.  I  appreciate  your  work  on  NAFTA.  It  was  a  big 
victory  for  agriculture  and  for  this  country.  And  let  the  record  show 
we  have  five  maybes,  but  I  didn't  pound  my  fist  on  the  table. 
[Laughter.] 

Ambassador  Kantor.  Mr.  Chairman,  let  me  thank  you  for  your 
efforts  in  Geneva.  You  were  much  too  modest.  The  fact  that  you 
and  others  on  both  sides  of  the  aisle  came  to  Geneva  and  really  ad- 
vocated the  U.S.  position  and  made  it  clear  to  those  we  were  nego- 
tiating with  there  was  no  daylight,  so  to  speak,  between  our  posi- 
tion, the  administration  and  the  Congress,  Republicans  and  Demo- 
crats, was  enormously  important.  And  your  personal  advocacy 
made  a  great  deal  of  difference.  So  we  appreciate  that  very  much. 

It's  a  pleasure  to  be  here  to  discuss  this  agreement.  I  think  it  has 
enormous  positive  implications  for  agriculture.  I'm  obviously  not 
the  expert  that  Secretary  Espy  happens  to  be.  I  think  he's  the  fin- 
est Secretary  of  Agriculture  we  have  had  in  more  than  recent  mem- 
ory. And  he  is  a  wonderful  colleague  and  friend,  and  we  have 
worked  closely  together.  And  frankly,  the  results  that  we've  ob- 
tained in  the  Uruguay  Round  could  not  have  been  obtained  without 
his  leadership,  his  negotiating  skills,  his  tenacity,  as  you  said,  and 
the  fact  that  he  had  wonderful  help  from  his  staff,  led  by  Joe 
O'Mara. 

Secretary  Espy.  That's  why  I  let  you  go  first.  [Laughter.] 

Ambassador  Kantor.  And  now  I'm  supposed  to  shut  up,  right? 
That's  what  you  told  me  to  do. 

This  agreement  will,  as  you  know,  let  me  just  review  in  general 
what  it  does.  It  cuts  tariffs  generally  by  37  percent.  It's  the  largest 
trade  agreement  in  history.  It  protects  intellectual  property,  which 
is  so  incredibly  important  to  the  future  of  our  country.  Agriculture 
is  critical,  but  so  is  protecting  intellectual  property  and  pharma- 
ceutical consumer  goods,  entertainment  industry  and  so  on.  It  en- 
sures open  foreign  markets  for  U.S.  exporters  and  services. 

As  you  know,  60  percent  of  our  businesses  and  70  percent  of  our 
employment  in  this  country  now  are  services.  So  to  protect  them 
and  to  open  up  foreign  markets  to  our  services  is  as  important  and 
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insures  developing  countries  live  by  the  same  rules  that  the  rest 
of  the  developed  nations  live  by.  And  that's  a  big  change. 

As  you  know,  the  Tokyo  Round  was  only  really  endorsed  and  ad- 
hered to  by  a  small  number  of  nations,  25,  26  nations.  And  in  fact, 
they  did  not  bind  their  tariff  rates,  the  others,  under  the  Tokyo 
Round.  All  nations  will  bind  their  rates  within  agriculture  and 
manufactured  goods.  That  is  enormous.  This  is  called  a  single  un- 
dertaking. 

And  so  the  rules,  the  tariff  reductions,  the  protection  of  intellec- 
tual property  applied  to  everyone,  developed  or  not  developed. 
There  are  some  allowances  for  nondeveloped  countries  to  allow 
them  to  phase  in  these  changes,  but  it  is  an  enormous  step  for- 
ward. It  creates  an  effective  set  of  rules  for  the  first  time  in  dispute 
settlement,  which  is  in  the  interest  of  the  United  States,  while  pro- 
tecting our  sovereignty.  And  it  opens  up  a  dialog  on  trade  and  the 
environment. 

Let  me  make  it  clear.  This  agreement  will  not  impair  the  effec- 
tive enforcement  of  the  U.S.  laws.  It  will  not  do  that.  It  will  not 
limit  the  ability  of  the  United  States  to  set  its  own  environmental 
and  health  standards.  And  it  will  not  in  any  way  erode  our  sov- 
ereignty. 

The  agricultural  agreement,  frankly,  because  of  Secretary  Espy's 
great  work  and  the  others  on  his  staff,  is  really  a  marvel  both  for 
its  scope  and  its  breadth.  For  the  first  time,  import  access  barriers, 
internal  supports,  export  subsidies  on  agricultural  products  will  be 
brought  under  the  disciplines  of  the  GATT.  All  import  barriers  will 
be  converted  to  tariffs.  Members  will  reduce  tariffs  and  tariff 
equivalents  by  36  percent  on  average,  with  a  minimum  reduction 
of  15  percent  for  each  tariff  line  item. 

For  developing  countries,  the  commitments  are  24  percent  and  10 
percent,  respectively.  Let  me  say  in  terms  of  the  percent  minimum 
reduction,  there  are  a  number  of  sensitive  U.S.  products  that  only 
have  to  adhere  to  that  percentage,  and  I  think  Secretary  Espy  de- 
serves a  great  deal  of  credit  for  that. 

For  products  with  tariff  equivalents,  minimum  current  access  op- 
portunities are  required  and  that  is  why  we  were  able  to  open  the 
rice  markets  in  Korea  and  Japan,  which  are  the  most  notable  ex- 
amples, for  the  first  time.  All  tariffs  will  be  bound,  as  I  indicated 
earlier.  Domestic  support  programs  which  have  no,  or  minimal, 
trade  distorting  production  effects,  and  I  think  you  talked  about 
one,  Mr.  Roberts,  are  exempted  from  reduction  commitments.  Di- 
rect payments  to  producers  that  are  linked  to  production-limiting 
programs  will  not  be  subject  to  reduction. 

However,  trade-distorting  support  programs  will  be  reduced  by 
20  percent.  Export  subsidies  must  be  cut  by  21  percent  over  6  years 
and  36  percent  of  the  basis  of  budgetary  outlays. 

Let  me  indicate,  Mr.  Roberts,  that  not  only  were  we  able  in  the 
amendments  to  the  Blair  House  Agreement  to  open  up  the  Euro- 
pean market,  we're  going  to  be  able  to  ship  another  7.5  million  tons 
of  wheat  as  well  as  another  1.2  million  tons  of  vegetable  oils.  That 
is  extremely  important,  as  you  know,  to  this  country.  The 
backloading,  so  to  speak,  of  the  reduction  in  the  export  subsidies 
was  in  our  interest. 
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And  I  want  to  say  that  again,  it  was  in  our  interest.  And  so  I 
think  the  slight  amendment  that  was  made  was  a  good  one,  not 
only  for  us  but  also  for  the  European  Union,  but  also  opened  many 
areas  of,  and  I'm  sure  Secretary  Espy  will  talk  about  this,  areas 
of  opportunity  for  our  agricultural  industry  in  Europe. 

And  sanitary  and  further  phytosanitary  measures  must  be  based 
on  scientific  principles.  That  was  agreed  to.  We  are  also  able  to 
continue  to  impose  stricter  rules  than  the  international  standards. 

An  important  achievement  in  the  agreement  is  a  commitment  to 
continue  the  process  of  liberalizing  agricultural  trading  the  fifth 
year  of  the  agreement.  Reforms  in  this  area,  as  all  of  you  know  bet- 
ter than  I,  are  critical.  We're  the  most  competitive  agricultural  in- 
dustry in  the  world.  Reducing  internal  support,  export  subsidies, 
getting  rid  of  these  pernicious  rules  by  tariffication,  including  im- 
port licensing  requirements  and  other  trade  distorting  measures,  is 
only  on  the  best  interest  of  the  United  States.  Others  will  profit  as 
well. 

But  it  is  in  our  interest.  Trade,  as  I've  said  before  to  you,  is  not 
a  zero  sum  game.  You  can  have  more  than  one  winner.  And  there 
is  more  than  one  winner  in  this  agreement. 

In  conclusion,  Mr.  Chairman,  let  me  say  that  in  setting  the  nego- 
tiating objectives  for  the  Uruguay  Round,  Congress  clearly  signaled 
its  belief  that  strengthening  the  multilateral  rules  of  the  GATT 
would  make  America  more  competitive  in  world  markets.  We  suc- 
ceeded, with  the  help  of  the  Congress  on  both  sides  of  the  aisle  and 
with  the  great  work  of  Secretary  Espy.  We've  met  those  objectives. 

And  I  am  convinced  that  the  new  multilateral  rules  agreed  to  in 
the  Uruguay  Round  will  work  together  with  our  own  ongoing  ef- 
forts to  increase  regional  cooperation.  America  is  uniquely  posi- 
tioned to  benefit  from  expanding  trade  in  this  hemisphere  and 
frankly,  in  the  world  as  well.  The  Uruguay  Round  builds  on  our 
strengths.  It  will  benefit  us  and  the  world  economy  as  a  whole. 

I  thank  you  for  your  patience. 

[The  prepared  statement  of  Ambassador  Kantor  appears  at  the 
conclusion  of  the  hearing.] 

Mr.  VOLKMER  [assuming  chair].  Thank  you  very  much. 

Mr.  Secretary. 

STATEMENT  OF  MIKE  ESPY,  SECRETARY,  U.S.  DEPARTMENT 

OF  AGRICULTURE 

Secretary  Espy.  Thank  you  very  much,  Mr.  Chairman.  I'm  de- 
lighted to  be  here,  and  to  Mr.  Roberts  and  the  other  members  of 
this  committee.  I  notice  that  the  chairman  had  to  step  out  momen- 
tarily. But  I  would  like  to  reflect  with  pleasure  on  his  participation, 
particularly  during  the  final  days  in  Geneva  in  helping  the  Ambas- 
sador and  I  to  bring  this  very  historic  agreement  to  conclusion. 

I  also  want  to  recognize  Congressman  Peterson,  because  he  was 
there  as  well  during  the  closing  days  of  this  very  difficult  agree- 
ment, as  well  as  staffs  from  the  majority  and  minority,  all  very 
helpful  to  us  as  the  final  gavel  fell,  rendering  in  my  opinion  invalu- 
able assistance  as  we  sat  with  116  nations,  sometimes  late  into  the 
early  morning  hours  with  the  USDA  staff,  to  try  to  reach  schedules 
that  we  could  all  agree  on. 
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So  I  want  to  thank  this  chairman  and  this  committee,  both  mi- 
nority and  majority,  for  helping  us  out. 

While  we  naturally  tend  to  focus  on  the  more  dramatic  break- 
throughs of  the  Uruguay  Round,  such  as  the  permanent  end  of  the 
rice  import  bans  in  Japan  and  Korea,  I  would  like  to  emphasize  the 
longer  term  benefits  of  this  agreement. 

However,  Mr.  Chairman,  I  would  say  to  you  that  we're  very 
proud  of  what  happened  with  regard  to  the  opening  of  the  Japa- 
nese and  the  Korean  rice  market.  And  this  is  an  occurrence  that 
unfortunately  led  to  the  forced  resignation  of  my  counterpart  in 
Korea.  When  he  returned  to  Seoul,  he  was  axed.  And  I'm  proud 
that  the  President  didn't  have  the  same  fate  for  me.  [Laughter.] 

In  this  agreement,  which  has  already  been  to  the  benefit  of  the 
American  rice  producer  by  resulting  in  a  current  shipment  of  over 
300,000  tons  of  rice  because  of  the  Japanese  typhoon  shortfall,  that 
agreement  understandably  has  benefits  to  the  rice  producers,  but 
also  others  within  the  food  chain — the  brokers,  the  truckers,  the 
processors,  the  millers,  the  shippers. 

And  I  had  a  speech  this  morning  to  the  UFCW,  the  United  Food 
and  Commercial  Workers,  where  I  told  them,  just  based  on  the 
short-term  opening  for  American  rice  within  the  Japanese  market, 
we've  already  seen  an  increase  in  90  jobs  in  the  Port  of  Sacramento 
where  longshoremen  are  now  loading  that  rice  onto  ships  destined 
for  Tokyo.  And  that  should  be  brought  into  focus. 

But  I  would  like  to  take  just  a  few  moments  to  put  this  whole 
thing  into  perspective.  I  would  like  to  characterize  this,  Mr.  Chair- 
man, not  as  a  triumphant  end  to  8  years  of  difficult  negotiations, 
but  rather  the  beginning  of  a  process  as  the  Ambassador  discussed, 
a  continuum  where  116  nations  have  all  agreed  to  hold  hands  to 
walk  down  the  slippery  slope  of  agricultural  subsidies. 

The  GATT  was  established  shortly  after  World  War  II  when  the 
major  western  countries  recognized  the  critical  role  that  trade 
plays  in  the  economic  and  political  development  of  nations.  GATT 
became  a  great  success,  but  principally  for  industrial  products, 
where  we've  seen  tariffs  reduced,  Mr.  Ambassador,  by  more  than 
40  percent.  And  so  trade  expanded  and  standards  of  living  grew. 

But  despite  all  the  success,  agricultural  trade  had  not  benefited 
as  much  as  possible  from  the  GATT,  because  it  developed  largely 
outside  of  the  GATT  framework.  Instead,  the  agricultural  policies 
that  emerged  after  World  War  II  were  really  more  of  a  haphazard 
mix  that  limited  and  distorted  trade.  International  trade  rules, 
where  they  existed,  were  weak  and  largely  impossible  to  enforce. 
GATT  panel  rulings  could  be  ignored  unless  the  aggrieved  party 
had  means  to  retaliate,  unless  someone  could  produce  the  big  stick. 

So  that  was  the  scene  when  the  Uruguay  Round  began  almost 
8  years  ago.  And  our  goal  was  very  straightforward — to  work  to- 
ward an  agreement  that  promoted  trade  growth  for  our  farmers  by 
eliminating  all  policies  that  distorted  international  agricultural 
trade.  This  was  the  goal  at  the  starting  point  of  the  negotiations. 

Now,  I  don't  have  to  explain  to  this  committee  how  important  ex- 
ports are  to  the  income  of  our  farmers  and  to  the  U.S.  economy  as 
a  whole.  More  than  any  other  committee  in  this  House  of  Rep- 
resentatives, this  committee  understands  that  30  percent  of  all  the 
harvested  acreage  is  destined  for  export  markets  somewhere  in  the 
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world,  and  I  would  have  to  emphasize  to  this  committee  that  one- 
third  of  all  the  cash  receipts  destined  to  the  farmer's  pockets  are 
cash  receipts  derived  almost  exclusively  from  aggressive  export 
trade. 

Perhaps  the  most  telling  number  to  me  is  that  nearly  96  percent 
of  the  world's  consumers  live  outside  of  the  boundaries  of  the  Unit- 
ed States.  So  obviously,  the  greatest  future  market  potential  for 
American  food  and  fiber  lies  outside  of  our  borders.  So  when  you 
combine  this  fact  with  the  obvious  fact  of  the  budget  constraints 
that  we  are  living  under,  the  value  of  export  markets  as  a  main- 
stay of  farm  income  is  even  clearer. 

Although  it  won't  solve  all  the  economic  problems  for  United 
States  agriculture,  I  believe  as  the  Ambassador  has  suggested  that 
the  Uruguay  Round  agreement  is  critical  for  our  farmers  because 
it  will  begin  to  open  world  markets,  some  for  the  very  first  time. 
I  would  like  to  emphasize,  though,  that  this  is  a  continuum,  this 
is  a  work  in  progress.  The  agreement  will  enable  American  farmers 
to  do  what  they  do  best  and  do  better  than  any  other  country  in 
the  world,  to  produce  food,  feed,  to  grow  fiber  and  market  them  at 
competitive  prices  in  the  world  market.  All  Americans  will  benefit 
from  an  agricultural  sector  that  can  fully  use  its  productive  capac- 
ity. 

Perhaps  more  importantly,  though,  this  agreement  brings  agri- 
culture more  fully  within  the  GATT  trading  system.  And  so  this 
gives  us  a  significantly  improved  process  for  resolving  agricultural 
trade  problems.  In  addition,  for  the  first  time,  we  negotiated  an 
agreement  that  helps  our  farmers  in  four  specific  areas,  market  ac- 
cess, internal  support,  export  subsidies  and  sanitary  and 
phytosanitary  rules.  Changes  in  these  four  areas  will  be  imple- 
mented over  a  period  of  6  years,  starting  in  1995. 

What  I  would  like  to  do  is  not  repeat  much  of  what  has  already 
been  said  by  the  Ambassador.  I  just  would  like  to  very  briefly  sum- 
marize the  main  benefits  to  agriculture  in  each  of  these  four  areas. 
First  of  all,  in  market  access.  To  improve  worldwide  market  access, 
all  tariffs  for  agricultural  products  in  all  GATT  member  developed 
countries  will  be  reduced  an  average  36  percent,  and  with  regard 
to  developing  countries,  they  are  under  an  obligation  to  reduce  by 
24  percent. 

In  some  of  the  most  important  growth  markets  for  the  United 
States,  we  achieved  some  specific  and  additional  market  openings 
that  go  significantly  beyond  these  tarifl"  cuts.  And  here  I'm  suggest- 
ing huge  openings  for  U.S.  products  like  beef,  pork,  poultry,  spe- 
cialty crops  and  processed  agricultural  products.  But  all  tariffs  for 
all  agricultural  products  will  be  reduced.  Existing  import  prohibi- 
tions will  be  converted  into  visible  tariffs  through  the  process  of 
tarifiication.  And  a  minimum  level  of  access  opportunities  will  be 
in  these  markets. 

Again,  Japan  and  Korea,  if  the  GATT  is  passed,  will  begin  to  im- 
port rice  on  a  permanent  basis  in  1995.  And  we  expect  that  a  sub- 
stantial portion  of  this  rice  will  come  from  the  United  States,  prin- 
cipally California,  Arkansas,  Louisiana,  and  Mississippi. 

Further,  the  Uruguay  Round  agreement  requires  that  all  import 
quotas  and  the  European  Union  system  of  variable  levies  and  other 
trade-distorting  schemes  will  be  eliminated  and  replaced  with  tar- 
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iffs  and  tariff  rate  quotas.  So  with  tarifTication,  and  the  subsequent 
reduction  in  these  new  tariffs,  we  will  truly  begin  to  move  toward 
the  proverbial  level  playing  field. 

I  have  made  these  speeches,  you've  made  these  speeches,  and  all 
I'm  sajdng  to  you,  members  of  this  committee,  is  that  we're  begin- 
ning to  get  there  in  reality. 

For  the  United  States,  our  commitment  on  market  access  means 
that  section  22  quotas  will  be  replaced  with  tariffs  and  TRQ's,  tar- 
iff rate  quotas.  The  out-of-quota  or  second  tier  tariff  initially  will 
afford  approximately  the  same  level  of  protection  that  was  provided 
by  the  quotas. 

In  addition,  a  special  safeguard  will  be  available  if  there  is  a 
surge  in  imports  or  if  import  prices  drop  significantly.  We  believe 
that  the  impact  of  these  imports  on  our  producers  must  be  viewed 
in  the  context  of  the  enormous  market  access  we  gain  for  our  ex- 
ports around  the  world. 

The  second  element  is  the  element  of  internal  support.  The  Uru- 
guay Round  is  the  first  GATT  agreement  that  disciplines  internal 
agricultural  support.  Reduction  commitments  were  established  on 
the  basis  of  what  we  call  the  aggregate  measurement  of  support. 
And  under  this  approach,  each  developed  country  must  reduce  its 
total  internal  support  by  20  percent  from  the  level  that  existed  in 
the  1986-1988  base  period. 

Because  the  United  States — and  this  is  important — because  the 
United  States  has,  through  budget  constraints  and  other  dis- 
ciplines, already  reduced  our  internal  supports  by  more  than  the 
required  20  percent  since  the  base  period,  we  will  not  need  to  un- 
dertake any  further  reductions  to  meet  our  commitments  under  the 
agreement.  And  that,  Mr.  Roberts,  answers  one  of  your  nos. 

Third,  under  the  discipline  of  export  subsidies,  and  this  is  also 
very  important  for  this  committee,  for  the  first  time,  GATT  rules 
will  effectively  discipline  the  use  of  agricultural  export  subsidies. 
These  subsidies  are  clearly  defined  and  must  be  reduced  by  36  per- 
cent in  budgetary  terms  and  21  percent  in  quantity  terms  from  the 
same  1986-1990  base  period  levels.  We  think  that  these  cuts  in 
subsidized  exports  will  benefit  our  producers. 

Nearly  all  exports  from  the  European  Community  are  subsidized. 
A  relatively  smaller  share  of  our  exports  are  subsidized,  as  this 
committee  is  well  aware.  With  multilateral  cuts  in  export  subsidies, 
the  United  States  can  cut  export  subsidies  and  remain  competitive. 
This  will  begin  to  establish  fairness  in  the  world  agricultural  trad- 
ing system  and  improve  prices  in  markets  in  developing  countries. 

Yes,  Mr.  Roberts,  the  EEP  under  this  will  have  to  be  cut  by  the 
same  level.  Yes,  the  DEIP,  SOAP,  and  COAP  will  be  subject  to  the 
reduction  commitments  of  the  Uruguay  Round.  But  I  tell  you,  we 
know  our  friends  in  the  European  Community.  And  we  know  that 
they  are  going  to  fund  their  export  subsidies  to  the  fullest,  and  I 
would  expect,  and  I  would  insist,  if  you  will,  in  addition  to  our  Am- 
bassador, that  it  would  be  in  the  interest  of  the  American  farmer 
to  utilize  our  programs  like  EEP  to  the  maximum  levels  estab- 
lished in  the  Uruguay  Round.  That  takes  care  of  another  one  of 
your  nos,  maybe.  Maybe  it's  a  maybe. 

In  the  area  of  sanitary  and  phytosanitary  requirements,  I  would 
just  like  to  suggest  very  quickly  that  we  have  an  incredible  break- 
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through  here.  Because  Japan  could  refuse  our  apples,  these  other 
WTO  or  GATT  nations  could  refuse  whatever  we  wanted  to  export 
on  whimsy,  on  arbitrariness,  on  fancy  and  even  on  politics.  And  for 
the  first  time,  the  Uruguay  Round  Agreement  ensures  that  any 
measure  taken  by  an  importing  country  for  the  purpose  of  protect- 
ing human,  animal,  or  plant  life  or  health  must  be  based  on  sound 
science.  Certain  international  standards  are  presumed  under  the 
agreement  to  be  science-based. 

However,  if  a  country  chooses  to  adopt  a  standard  stricter  than 
the  international  standard,  it  may  do  so  if  it  has  scientific  justifica- 
tion for  taking  the  stricter  measure.  And  we  believe,  moreover,  that 
these  provisions  will  discourage  countries  from  using  unjustified 
health-related  measures  as  disguised  barriers,  while  maintaining 
each  country's  right  to  protect  the  health  of  its  citizens. 

I  would  like  to  say  to  this  committee  that  this  agreement  is  pro- 
gressive, this  agreement  is  evolutionary.  Looking  down  the  road  to 
2000,  we  will  see  some  benefits  of  the  agreement  as  tariffs  and  ex- 
port subsidies  are  reduced. 

But  even  more  importantly,  studies  suggest  that  the  Uruguay 
Round  agreement  will  increase  world  income  by  as  much  as  $5  tril- 
lion in  the  next  10  years  after  the  agreement  goes  into  effect.  This 
growth  will  increase  the  demand  for  U.S.  agricultural  products, 
particularly  products  like  meat,  fruits,  vegetables,  and  other  spe- 
cialty crops,  and  increased  demand  for  beef,  pork,  and  poultry 
means  that  the  U.S.  feed  grain  and  soybean  producers  will  benefit 
as  well. 

Based  on  the  expected  range  in  growth  of  global  incomes,  U.S. 
agricultural  exports  are  projected  to  increase  by  $4.7  billion  to 
nearly  $8.7  billion  by  the  year  2005,  and  grains  will  account  for  al- 
most one-half  of  this  increase.  Increased  exports,  as  we  all  know, 
means  export-related  job  growth,  particularly  for  high-value  and 
value-added  products.  And  by  the  year  2005,  export-related  employ- 
ment is  expected  to  increase  by  as  much  as  190,000  jobs.  Increased 
exports  bolster  farm  prices,  increase  farm  income,  and  lower  Gov- 
ernment outlays. 

The  Uruguay  Round  agreement  is  expected  to  raise  the  farm  sec- 
tor income  over  current  baseline  estimates  by  as  much  as  $2.5  bil- 
lion in  the  year  2005.  And  we  think  that  is  good  news,  particularly 
in  today's  budget  environment. 

So,  Mr.  Chairman,  I  would  just  like  to  say  it's  great  for  agri- 
culture, it's  great  for  United  States  agriculture,  and  it  even  will 
have  a  benefit  on  those  countries  like  China,  Taiwan,  and  Russia, 
or  CIS  countries  of  the  former  Soviet  Union,  who  are  not  even  in 
the  GATT  community  of  nations.  Because  it  has  important  con- 
sequences, because  if  they  want  to  move  into  the  WTO,  they  know 
they  have  to  subscribe  to  these  subsidy  reduction  disciplines. 

So  I've  presented  maybe  a  very  short  summary,  maybe  a  longer 
summary  than  I  thought,  of  an  agreement  that  has  taken  a  very 
long  time  to  negotiate.  It's  not  the  end  of  the  line,  it's  just  the  be- 
ginning of  the  line.  Because  after  the  fifth  year  of  implementation, 
all  of  the  countries  will  come  together  again  in  Geneva  to  continue 
the  reform  process  started  in  1986. 

We  will  decide  how  further  market  openings  and  reduction  of 
trade  barriers  and  subsidies  should  continue  after  the  sixth  year  of 
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the  agreement.  I'm  not  sure  that  I'm  going  to  be  here  in  the  year 
2000,  but  I'm  confident  that  many  members  of  this  committee  will 
be. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Secretary  Espy  appears  at  the  con- 
clusion of  the  hearing.] 

Mr.  VOLKMER.  Thank  you,  Mr.  Secretary. 

Mr.  Ambassador  and  Mr.  Secretary,  we  have  a  vote  on  right  now, 
and  I'm  going  to  recess.  Do  we  have  any  idea  about  how  much  time 
you're  going  to  be  able  to  be  here  with  the  committee?  We're  going 
to  have  a  lot  of  questions,  and  I  was  wondering  if  you  have  a  time- 
frame, Mike?  None? 

Secretary  Espy.  I  can  stay. 

Mr.  VoLKMER.  The  chairman  is  already  over  voting.  He'll  be  back 
in  a  minute,  and  I'm  sure  he'll  start  the  questioning  as  soon  as  he 
gets  back. 

Secretary  Espy.  OK. 

Mr.  VOLKMER.  The  committee  will  stand  in  recess  until  the  chair- 
man returns. 

[Recess  taken.] 

Mr.  VOLKMER.  The  full  committee  will  come  to  order. 

Secretary  EsPY.  Mr.  Chairman,  while  we're  reassembling,  I 
would  just  like  to  say  that  while  I  was  giving  testimony,  we  had 
a  series  of  charts  and  graphs  behind  me.  If  any  of  the  members  de- 
sire further  discussions  of  these  graphs  in  detail,  we  certainly 
have — ^yes.  You  have  your  graphs,  I  understand. 

Mr.  VoLKMER.  We  can  get  autographed  copies? 

Secretary  EsPY.  Autographed  copies,  absolutely.  They  go  very 
cheap,  too. 

Mr.  VOLKMER.  As  long  as  they  can  be  reproduced,  that  will  be 
fine.  We  will  give  them  out  to  the  members. 

In  view  of  the  chairman  not  arriving  yet,  we  will  begin  with  the 
questions.  And  we  will  be  under  the  5-minute  rule.  I  will  exercise, 
since  I'm  not  sitting  in  the  chair,  I'm  going  to  exercise  the  right  to 
ask  questions  first. 

And  Mr.  Secretary,  as  you  know,  in  past  conversations  with  you, 
I  have  had  serious  questions  about  the  effect  of  GATT  upon  our 
dairy  industry.  What  I'm  first  concerned  about,  the  immediacy 
right  now  has  nothing  to  do  with  the  GATT,  but  what's  going  on 
with  DEIP,  Mr.  Secretary? 

Secretary  Espy.  Mr.  Chairman,  under  the  GATT,  the  DEIP  pro- 
gram is  subject  to  the  reduction  commitments  as  outlined  by  the 
Uruguay  Round.  That  is,  it  will  also  be  subject  to  this  21  percent 
reduction  in  the  quantity  of  products  covered,  and  a  36  percent  re- 
duction in  budget  outlay. 

Mr.  VOLKMER.  I  can  understand  that,  Mr.  Secretary,  but  I'm 
talking  about  the  immediate,  right  now.  Why  haven't  we  had  any 
contracts  approved  or  anything?  Some  of  us  have  been  waiting  for 
about  a  month  now  for  some  announcement,  and  I  just  asked  my 
staff  before  I  came  in  this  morning  whether  there  had  been  any  an- 
nouncement yet.  We  keep  hearing  it's  going  to  be  last  Friday  and 
the  Friday  before  and  the  Friday  before.  These  Fridays  keep  com- 
ing and  going. 
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Secretary  Espy.  No  other  Fridays  will  be  coming.  We  made  an 
announcement  last  Friday  on  the  DEIP. 

Mr.  VOLKMER.  We  did? 

Secretary  EsPY.  Yes,  sir.  For  the  world.  We  made  that  announce- 
ment already. 

Mr.  VoLKMER.  Well,  my  staff  must  have  missed  it.  Thank  you 
very  much. 

Secretary  Espy.  Yes,  sir, 

Mr.  VOLKMER.  Now,  are  you  willing,  and  I  believe  you  are,  will- 
ing to  work  on  developing  a  program  that  would  be  GATT 

Secretary  EsPY.  Legal. 

Mr.  VOLKMER.  Legal  or  within  the  parameters  of  GATT  that 
would  help  with  the  dairy  industry? 

Secretary  EsPY.  Yes,  sir.  We've  discussed  it.  And  I  believe  in  the 
DEIP  approach.  But  it  has  to  be  an  approach  that  would  be  GATT 
legal,  or  consistent  with  the  framework  of  the  GATT,  and  we  are 
willing  to  work  with  you,  sir,  and  your  subcommittee  in  construct- 
ing that. 

Also,  I  have  to  say  that  under  our  Uruguay  Round  schedule,  we 
have  an  increase  in  tariffs,  of  course,  for  the  range  of  dairy  prod- 
ucts in  the  range  of  120  to  150  percent.  So  we,  by  doing  this,  by 
tariffying  at  such  a  high  level,  will  protect  these  commodities  and 
at  the  same  time,  the  costs  of  the  market  access  openings  that  we 
sought  and  that  we  received,  we  will  have  access  commitments  for 
dairy  products  specifically  all  across  the  world,  principally  into  the 
European  Community. 

Mr.  VOLKMER.  Well,  Mr.  Secretary,  I'm  going  to  have  to  differ 
from  what  I  see  is  going  on  with  that  last  statement  especially. 
There  are  openings  all  over  the  world. 

Ambassador,  I  would  like  for  you  to  maybe  listen  to  this  a  little 
bit. 

But  first  I  would  like  to  say  that  I  have  a  study  before  me  that's 
going  to  be  reported  this  month  in  one  of  the  dairy  journals  that 
will  show  that  at  the  end  of  about  4  or  5  years,  GATT  is  actually 
going  to  cost  my  dairy  farmer  about  50  to  55  cents  a  hundred- 
weight on  the  price  of  his  milk.  And  that's  because  we're  going  to 
reduce  exports,  we're  going  to  increase  imports,  and  we're  going  to 
have  more  reduction  here  in  this  country,  and  at  the  same  time  our 
usage  is  not  going  to  do  that. 

Now,  we  have  to  the  north  of  us,  Mr.  Secretary  and  Mr.  Ambas- 
sador, a  country  that  has  had  a  dairy  program  that  has  been  very 
restrictive,  without  any  imports,  and  that's  Canada.  It's  not  only 
dairy,  it's  poultry  and  it's  eggs. 

Now,  are  we  going  to  be  able  to  sell  milk,  good  milk  in  the  car- 
tons in  the  grocery  stores  in  Toronto,  and  in  Montreal?  I  mean, 
we've  got  dairy  farmers  in  Minnesota,  Wisconsin,  New  York,  and 
Michigan  who  can  produce  for  a  lot  less,  and  it  can  be  processed 
by  the  industry  a  lot  cheaper  than  what  Canada  does  it.  Are  we 
going  to  be  able  to  get  into  Canada  and  sell  that  milk? 

Ambassador  Kantor.  Mr.  Chairman,  under  the  Uruguay  Round, 
Canada's  article  XI,  11  programs  come  under  the  disciplines  of 
what  we  agreed  to  in  tariffication.  Because  they  go  to  tariffication, 
their  nontariff  barriers  have  to  be  tarifiied  and  given  a  number. 
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Under  the  NAFTA,  as  you  know,  Canada  has  an  obligation  to  get 
rid  of  all  tariffs,  as  we  do,  between  the  two  countries.  Therefore, 
they  are  obligated  to  open  up  their  market  in  dairy,  in  poultry,  and 
in  eggs.  This  is  a  deep  concern,  as  you  know,  to  the  Canadians,  but 
legally  that  is  their  obligation. 

And  I  think  Secretary  Espy  would  verify  that  statement  I've  just 
made.  Secretary  Espy  is  currently  in  negotiations  with  his  Cana- 
dian counterpart  on  this  and  some  other  very  important  issues  to 
this  committee. 

But  let  me  say  that  again.  There  must  be  tariffication  in  the 
Uruguay  Round.  Canada  has  agreed  to  that,  and  under  the  NAFTA 
all  tariffs  must  be  eliminated.  Therefore,  dairy,  poultry,  and  egg 
tariffs  will  be  eliminated  under  that  program.  We're  currently  in 
these  negotiations,  I'm  sure  Secretary  Espy  will  be  willing  to  dis- 
cuss those  in  some  way  with  you. 

Mr.  VOLKMER.  All  right. 

Secretary  EsPY.  Mr.  Chairman,  could  I  add  a  word?  You're  the 
obvious  expert  in  dairy.  However,  I  would  like  to  respectfully  dis- 
agree with  your  analysis  on  the  impact  of  the  GATT  on  dairy  and 
the  resulting  reduction  in  cash  receipts  for  dairy  farmers.  I  have 
a  sheet  here  which  suggests  to  me  incredible  openings  for  U.S. 
dairy  products  all  around  the  world. 

For  instance,  just  very  quickly,  the  European  Union  increased 
market  access  opportunities  for  cheese,  and  I  could  go  through  this 
in  great  detail,  but  the  European  Union  will  reduce  the  in-quota 
duty  for  a  15,000  ton  tariff-rate  quota  for  cheddar  cheese,  Japan  in- 
creases market  access  opportunity.  There  is  a  3,000  ton  tariff-rate 
quota  which  will  grow  to  4,500  tons.  Korea  increases  market  access 
opportunities  for  dairy  by  establishing  a  tariff  rate  quota  for  whey 
and  reducing  tariffs  on  other  dairy  products.  Malaysia  reduces  tar- 
iffs for  cheese  and  yogurt.  Thailand  reduces  cheeses  and  whey  tar- 
iffs. South  Africa  increases  accesses  by  establishing  substantial 
minimum  access  to  its  market. 

With  regard  to  Canada,  you  know  that  we  have  a  problem  with 
Canada,  and  as  the  Ambassador  has  already  said,  we  consider  that 
these  highly  protected  commodities  of  dairy  and  dairy  products  in 
Canada  should  be  subject  to  the  NAFTA  disciplines,  that  is,  tariffs 
go  to  zero.  Because  we  all  believe  in  free  trade.  That  is  unfortu- 
nately not  the  position  that  they  are  taking  at  the  present  time. 

But  even  if  they  go  and  subscribe  to  the  GATT  disciplines  only, 
they  tariff  at  a  very  high  level,  but  then  even  those  are  reduced 
over  time,  over  the  next  6  years.  I  have  been  authorized  to  travel 
to  Canada  on  Monday  and  we  will  have  representatives  from  the 
USTR  with  us,  and  we're  going  to  be  talking  about  this.  I  don't 
know  what  kind  of  an  outcome  we'll  get.  But  we're  going  to  fight 
as  hard  as  we  can  for  the  increased  access  for  dairy  and  dairy  prod- 
ucts from  the  United  States  into  Canada. 

Mr.  VoLKMER.  My  time  has  expired.  We'll  come  back  if  we  have 
time,  a  second  time  around,  because  I  still  have  questions.  But  I 
will  now  recognize  the  gentleman  from  Kansas. 

Mr.  Roberts.  Thank  you,  Mr.  Chairman.  I  want  to  emphasize  to 
the  Ambassador  and  the  Secretary  that  I  am  going  to  be  just  as 
supportive  and  just  as  willing  to  work  with  you  on  GATT  in  re- 
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gards  to  the  concerns  that  I  have  as  Tom  Lewis  was  on  NAFTA. 
And  with  that  as  a  background,  why — [Laughter.] 

And  that  ended  up  all  right,  Mr.  Ambassador  and  Mr.  Secretary, 
so  I'm  sure  we  can  do  that.  I  know  it's  a  level  playing  field  we're 
after,  I  just  want  to  make  sure  we  can  afford  to  suit  up.  And  I 
know  that  the  GATT  talks  are  not  a  short  story,  it's  a  novel.  I  just 
want  to  make  sure  that  the  grain  producers,  and  for  that  matter, 
everybody  in  agriculture,  can  be  around  to  read  the  last  chapter. 

Mr.  Secretary,  I  said  before  in  my  statement,  and  I'm  going  to 
quote  it  again,  if  this  administration  wants  the  farm  States'  sup- 
port for  the  GATT  agreement,  we're  going  to  have  to  be  assured 
that  the  export  subsidies  legalized  by  the  agreement  and  sure  to 
be  used  by  our  competitors,  are  going  to  be  matched  by  our  Govern- 
ment. You've  done  that.  You've  given  us  your  unquestionable  prom- 
ise. It's  EEP  to  the  max  in  regards  to  Secretary  Espy. 

Mr.  Ambassador,  do  I  have  your  commitment  that  we  will  use 
EEP  to  the  max? 

Ambassador  Kantor.  You've  had  my  commitment  on  that  for  14 
months. 

Mr.  Roberts.  Yes,  sir,  I  appreciate  that.  Now,  the  reason  I'm  a 
little  less  than  tenuous  on  this  is  that  a  loss  of  100  million  bushels 
of  wheat  demand  equals  a  15  cent  reduction  in  price.  A  15  cent  re- 
duction equals  $200  million  in  increased  wheat  program  costs.  We 
even  had  a  strange  and  wondrous  vote  on  the  House  of  Representa- 
tives vote  last  week  to  zero  out  all  farm  programs. 

And  that  was  quite  a  shock  to  some  of  us.  We  have,  as  I  said 
before,  instantly  declared  secretaries  of  agriculture  where  we're  on 
the  chopping  block  and  a  target.  I  think  that  perception  is  wrong, 
but  that's  what  we're  faced  with.  The  price  of  wheat  at  the  Dodge 
City  country  elevator  at  the  time  of  the  GATT  negotiations  was 
$3.80.  It's  now  down  to  $3.05  and  headed  lower.  We've  either  got 
to  sell  it  or  smell  it.  We  don't  have  the  budget  dollars  pay  for  it 
in  deficiency  pajrments. 

So  that's  why  I  am  so  concerned,  and  I  appreciate  it.  Will  you 
spread  the  word  to  good  old  Robert  Rubin  at  the  National  Economic 
Council  and  to  Commerce,  State,  Treasury,  and  the  Office  of  Man- 
agement and  Budget  and  somebody  named  W.  Bowman  Cutter  II, 
who  sits  on  the  policy  trade  review  group?  Mr.  Cutter  can  spell  ag- 
riculture, I'm  not  too  sure  he  can  spell  farm.  And  if  we  can  get  your 
assurance  to  do  that,  you  tell  him  you  have  a  barbed  wire  friend 
back  here  on  the  Ag  Committee  that's  going  to  insist  on  this  result. 

COAP  and  SOAP.  I  have  a  report  here  from  the  World  Board 
ASCFAS  analysis  that  says  if  sunflower  oil  prices  drop  this  spring 
in  anticipation  of  SOAP  and  COAP  elimination,  and  you  haven't 
eliminated  it,  you  have  folded  it  into  EEP.  But  EEP  has  to  go  to 
the  trade  policy  review  group. 

If  we  had  SOAP  and  COAP  under  your  jurisdiction,  Mr.  Sec- 
retary, I  wouldn't  worry  about  it.  Last  year,  $50  million  was  allo- 
cated, we  used  about  $25  million,  and  $50  million  would  certainly 
be  adequate  to  protect  our  interests.  I  know  they  would  be  subject 
to  the  21  percent  reduction,  but  we  would  sure  like  to  have  that 
in  your  territory. 

But  what  happens  if  we  shift  into  other  competing  crops,  namely 
Spring  wheat,  attention  Mr.  Peterson,  attention  Mr.  Pomeroy,  etc.. 
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etc.  Well,  the  projection  is  without  SOAP  and  COAP  a  switch  of 
200,000  acres  to  wheat  would  add  about  7  million  bushels  to  wheat 
supplies  and  could  reduce  the  wheat  prices  by  about  1  cent.  This 
would  add  about  $10  million  to  wheat  deficiency  payments,  and 
we're  saving  $10  million  by  eliminating  the  SOAP  and  COAP.  It's 
a  wash. 

Now,  on  NAFTA,  I  made  the  promise  to  National  Sun  out  in  good 
old  Goodland,  Kansas,  and  we  made  this  speech  together,  Mr.  Am- 
bassador, that  we  needed  to  export  this  product  down  to  Mexico. 
And  with  the  flex  acre  requirement  that  this  committee  agreed  on, 
we  said  "Hey,  out  in  Kansas,  we  don't  want  to  be  monoagriculture. 
We  want  to  get  into  rapeseed  and  canola  and  sunflowers."  And  we 
built  a  plant  and  we  have  the  infrastructure  and  we're  ready  to  go. 

Without  COAP  and  SOAP,  or  the  SOAP  program,  I'm  not  sure 
we  can  compete.  That's  my  concern.  And  so  if  we  had  a  situation 
where  we  are  folding  in  those  kind  of  expert  programs  to  match  the 
unfair  trading  practices  of  our  competitors  and  it's  a  wash  in  re- 
gards to  the  budget,  why  are  we  doing  it?  Why  can't  we  get  it  back, 
Mr.  Secretary? 

Secretary  Espy.  Well,  we  believe  in  EEP.  We  believe  in  SOAP. 
We  believe  in  COAP.  We  believe  in  competition,  and  as  I  said  in 
my  testimony,  and  I'm  sure  that  the  Ambassador  will  agree  with 
me,  is  that  sure,  we  have  to  sit  in  these  trade  councils  and  discuss 
these  matters  with  the  NEC  and  State  Department  and  others.  But 
we  are  not  shy  about  expressing  our  opinion.  And  because  of  that, 
we  have  seen,  EEP'ed  wheat  into  Mexico  which  got  Canada's  atten- 
tion. 

Mr.  Roberts.  I  appreciate  that. 

Secretary  Espy.  We've  seen  EEP'ed  wheat  into  China  and  in 
other  places  around  the  world.  Our  only  hesitation  is  that  we  told 
our  other  competitors  in  Argentina  and  Australia  that  we  would 
not  compete  to  assume  their  historic  markets,  because  they  are  to- 
tally free  trade. 

And  that's  our  only  limitation.  We'll  continue  to  do  that,  subject 
to  these  GATT  disciplines.  A  lot  of  people  think  that  we  got  rolled 
in  compromising  the  Blair  House  in  order  to  get  a  GATT  agree- 
ment. I  know  that  you  know  this,  but  I  want  to  announce  to  this 
membership  and  this  audience  that  even  though  we  changed  the 
base  period  for  phasing  in  the  cuts  from  1986  to  1990  to  1991- 
1992,  that  will  enable  the  United  States  to  sell  7.5  million  more 
metric  tons  of  subsidized  wheat.  Sure,  the  European  Union  can 
have  8  million 

Mr.  Roberts.  Let's  call  it  competitive  wheat  as  opposed  to  sub- 
sidized. 

Secretary  EsPY.  Competitive  wheat  has  also  allowed  us  to 
use 

Mr.  Roberts.  OK,  we're  about  out  of  time,  Mike.  Let  me  just  say 
when  you  go  down  to  the  Trade  Policy  Review  Group,  return  with 
me  now  to  the  not  so  thrilling  days  of  1980  to  1982,  when  Presi- 
dent Ronald  Reagan  rode  into  town  and  said  "I'm  going  to  end  the 
embargo,"  you  know,  the  infamous  Carter  embargo.  Then  for  2 
years,  we  didn't  have  contract  sanctity.  We  didn't  move  much  prod- 
uct. 
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And  you  found  Republicans  saying  "Whoa,  wait  a  minute.  There 
are  too  many  people  in  this  town  that  think  it's  their  grain,  i.e., 
the  Department  of  Defense  and  Secretary  Weinberger."  So  finally 
the  Republican  leadership  said  "We're  going  to  take  Roberts  off  of 
his  chain  and  let  the  Doberman  loose  down  at  the  Department  of 
Defense."  And  we  indicated  to  the  Secretary  that  there  weren't 
going  to  be  many  votes  his  way  unless  he  quit  using  agriculture  as 
a  foreign  policy  weapon  or  a  trade  weapon. 

Now,  when  you  meet  with  the  Trade  Policy  Review  Group,  maybe 
you  could  put  a  big  old  hat  on  me  and  some  sunglasses  or  some- 
thing and  I  could  sneak  in  there  and  we  talk  to  W.  Bowman  Cutter 
II,  about  at  the  appropriate  time,  you  could  say  "Well,  I've  got  this 
friend  here  by  my  side,  and  we  want  this  EEP  used  to  the  max  and 
we  want  the  COAP  and  SOAP  program  back."  And  I  would  be  de- 
lighted to  go  down  there  with  you. 

And  I  thank  you  for  your  positive  statement  and  for  championing 
agriculture,  sir. 

Secretary  EsPY.  I  think  they  would  recognize  you  under  whatever 
disguise.  [Laughter.] 

Ambassador  Kantor.  If  I  might  make  just  one  very  brief  com- 
ment, this  administration,  including  those  you've  mentioned,  Mr. 
Roberts,  were  unanimous  in  not  only  support  for  the  Uruguay 
Round,  but  supporting  our  vigorous  and  aggressive  advocacy  on  be- 
half of  agriculture  in  these  negotiations,  including  all  those  you 
mentioned.  By  the  year  2005,  it's  estimated  that  wheat  prices  will 
go  up  as  a  result  of  the  Uruguay  Round  itself  8  to  12  percent.  And 
gross  farm  receipts  from  wheat  will  be  as  much  as  20  percent  more 
as  well. 

I  think  those  are  good  results,  I  think  Secretary  Espy  deserves 
a  tremendous  amount  of  credit.  But  also,  this  administration  was 
absolutely  unanimous  and  together  all  the  way  through,  including 
all  those  you  have  mentioned,  in  making  sure  we  were  aggressive 
and  that  not  only  wheat,  but  all  other  areas  of  agriculture  were  not 
only  protected,  but  we  were  able  to  create  a  more  level  playing  field 
in  order  that  U.S.  agriculture  could  benefit  all  over  the  world. 

Mr.  Roberts.  When  wheat  gets  to  $4  at  the  Dodge  City  elevator 
as  a  result  of  all  our  efforts,  well,  you  all  come  out,  and  Matt  and 
Miss  Kitty  and  Pat  will  make  you  both  honorary  marshals. 

Mr.  VOLKMER.  The  Chair  will  now  recognize  the  gentlelady  from 
Indiana. 

Ms.  Long.  Thank  you,  Mr.  Chairman. 

I  have  a  question  for  Ambassador  Kantor,  and  I  would  expect 
that  you  have  been  expecting  that  I  would  ask  a  question  regarding 
the  dispute  resolution  provisions,  and  what  that  does  to  our  sov- 
ereignty in  terms  of  writing  domestic  law. 

Under  this  agreement,  when  a  domestic  law  is  challenged  as  an 
unfair  trade  barrier,  I  still  don't  follow  your  argument  why  or  how 
we  can  ever  successfully  stop  a  negative  ruling.  Because  the  only 
way  to  stop  it  is  with  the  unanimous  consensus  on  the  part  of  the 
panel.  And  the  country  that  initiates  the  disagreement  or  levels  the 
charge,  that  country  is  always  going  to  vote  against  the  country 
that  they've  charged. 

So  I  don't  see  how  you  could  ever  have  a  unanimous  agreement 
that  the  country  being  charged  is  not  in  violation.  As  an  example. 
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if  we  were  to  assume  that  the  trade  panel  rules  against  a  U.S.  law, 
but  say  possibly  an  environmental  law,  then  it  seems  to  me  that 
we  have  only  a  few  options.  We  can  either  change  the  law  and  that 
brings  us  into  compliance  according  to  the  WTO,  or  we  can  be,  by 
not  changing  the  law,  we  can  be  ruled  out  of  compliance  and  then 
trade  sanctions  would  be  imposed  against  us. 

So  I  don't  follow  the  argument,  and  I  appreciate  your  remarks 
and  your  statement  this  morning,  but  I  don't  follow  the  argument 
that  this  doesn't  interfere  with  our  sovereignty  in  writing  domestic 
law. 

Ambassador  Kantor.  First,  you  have  to  assume  the  United 
States  is  in  the  business  of  not  living  up  to  its  international  obliga- 
tions, which  of  course  you  and  I  agree  we  are  not.  Second,  let's  un- 
derstand that  section  301  and  our  antidumping  laws  have  been 
preserved  as  a  result  of  the  negotiating  talents  of  a  lot  of  fine  folks 
in  Geneva.  That  wasn't  the  situation  when  we  came  into  office,  and 
it  wasn't  the  situation  in  the  so-called  draft  final  act  or  Dunkle 
text.  That's  been  changed. 

Third,  the  World  Trade  Organization  will  operate  just  as  the 
GATT  is  operated,  under  consensus  rule,  so  no  rule  can  be  changed 
unless  all  nations  agree.  Therefore,  of  course,  we're  protected  in 
that  regard.  Fourth,  let  me  address  your  question  of  dispute  settle- 
ment directly.  We're  the  big  winners.  The  GATT  dispute  settlement 
process  was  ineffective.  We  were  hurt  by  that. 

What  we're  allowed  to  do  now  under  this  process  is  one,  there 
is  a  time  certain  in  which  decisions  have  to  be  made  by  these  pan- 
els. Decisions  can  be  appealed  in  a  time  certain.  They  can't  be 
blocked,  in  other  words,  the  ruling  can't  be  blocked,  you're  right, 
it  shouldn't  be.  And  all  countries  have  to  live  by  the  decision. 

Now,  if  you  assume  as  I  assume  that  our  country  is  living  up  to 
its  international  obligations,  and  our  problem  has  been  that  others 
have  not,  then  a  stronger,  more  effective  dispute  resolution  mecha- 
nism is  in  our  favor. 

Fifth,  because  it's  in  our  favor  and  because  when  we  have  prob- 
lems we  can  cross-retaliate  under  the  new  rules,  which  we  couldn't 
under  the  GATT,  we  are  further  protected,  especially  in  the  areas 
of  intellectual  property.  I  know  that's  not  a  particular  concern  of 
this  committee,  although  it  does  come  up  in  some  areas  of  agri- 
culture which  are  important  to  you.  It  is  not  a  particular  concern 
of  this  committee,  but  as  a  member  you  are  concerned  about  many 
areas,  not  just  agriculture.  So  I  would  mention  that  as  well. 

Last,  let  me  say  this.  We  could  be  the  subject  of  an  adverse  rul- 
ing. You're  absolutely  correct.  However,  then  we  have  a  choice. 
We're  not  forced  to  change  any  law  as  a  result.  That's  up  to  the 
Congress  of  the  United  States.  We've  given  up  no  sovereignty. 

Would  we  then  be  subject  to  potential  sanctions?  Of  course  we 
would  be.  But  that  would  come  in  a  very  rare  case,  only  in  a  situa- 
tion which  would  be  very  extreme.  And  it  would  be  up  to  the  Con- 
gress then,  how  this  body  wanted  to  react  in  that  situation.  I  be- 
lieve we  have  preserved  the  maximum  flexibility  while  making 
sure  we  have  an  effective  dispute  resolution  mechanism  which  is, 
I  think,  important  to  this  country. 

Ms.  Long.  But  you  do  agree  that  if  there  is  a — that  if  a  charge 
is  leveled,  that  we  are  in  violation,  that  we  have  a  trade-distorting 
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policy,  environmental,  labor  law,  whatever.  But  if  that  charge  is 
leveled,  it's  very  difficult  to  get  a  unanimous  vote  that 

Ambassador  Kantor.  No,  I  don't  agree.  There  is  a  GATT  panel 
convened.  Let's  say  country  x  complains  against  the  United  States, 
saying  something  we're  doing  either  violates  the  rules  of  the  World 
Trade  Organization  or  it's  trade  distorting,  as  you  say,  and  it's 
brought  before  a  panel.  The  panel  has  to  rule  that  first  they're  cor- 
rect. We  can  appeal.  Now,  we  can't  block  the  final  ruling  unless 
every  country  agrees  with  our  appeal.  You're  right  about  that.  But 
it  has  to  go  through  a  process.  Let  me  just  say  another  thing 

Ms.  Long.  And  let  me  say  that  that's  where  my  concern  lies,  that 
because  you  would  have  to  have  unanimous  agreement  that  we  are 
not  in  violation  and  then  that  leaves  us  the  two  courses  of  action. 

Ambassador  Kantor.  I'm  sure  it's  my  fault,  I'm  not  being  articu- 
late enough. 

Ms.  Long.  Oh,  I'm  sure  it's  my  fault. 

Ambassador  Kantor.  You  first  have  to  have  in  the  case  you're 
positing  a  speculative  case  that  we  would  be  found  to  be  in  viola- 
tion. We  have  every  right,  under  more  transparent,  more  open, 
with  better  due  process  WTO  procedures,  to  prove  that  is  not  the 
case.  It  was  not  a  violation  of  World  Trade  Organization  rules  or 
our  obligations  under  those  rules.  That's  one  point. 

If  we  lose  the  appeal,  then  you're  correct,  we  no  longer  have  the 
blocking  procedure. 

Ms.  Long.  Right. 

Ambassador  Kantor.  And,  that  is  to  our  benefit.  Because  in  al- 
most every  case,  we're  going  to  be  the  complaining  party,  as  the 
largest  open  market  in  the  world,  the  one  who  has  found  our  con- 
cerns have  not  been,  let's  say,  addressed  properly  by  other  coun- 
tries or  another  country. 

So  I  don't  share  your  ultimate  concern.  I  understand  what  you're 
saying.  I  believe  in  the  largest  trade  agreement  in  history,  setting 
up  a  new  international  organization,  which  we  did,  we  have  pre- 
served as  much  sovereignty  as  humanly  possible.  I  believe  this 
Congress  has  all  the  flexibility  it  had  before  we  began,  and  I  think 
this  agreement  is  only  in  the  best  interests  of  our  country. 

Ms.  Long.  I  do  not  share  the  same  confidence  that  you  do,  obvi- 
ously. Is  my  time  up?  I  will  talk  about  this  later.  Thank  you.  Am- 
bassador. 

Mr.  VOLKMER.  The  time  of  the  gentlelady  has  expired.  The  gen- 
tleman from  Wisconsin. 

Mr.  Gunderson.  Thank  you,  Mr.  Chairman. 

Let  me  begin,  Ambassador,  by  saying  that  of  all  the  trade  Am- 
bassadors we've  had,  and  I'm  saying  this  as  a  Republican,  I  think 
you're  as  good  as  any  we've  had,  and  I  want  to  compliment  you 
publicly,  and  that's  quite  a  statement  when  you  consider  that  peo- 
ple like  Clayton  Yeutter  are  personal  friends  of  mine.  I  really  think 
you've  done  an  outstanding  job  over  the  past  14  months. 

Having  said  that,  Mike,  I've  got  a  plea.  There  is  probably  no 
more  partisan  division  in  this  Congress  than  the  Education  and 
Labor  Committee  and  this  morning,  the  Secretary  of  Labor,  after 
14  m.onths,  had  the  Republicans  on  the  Education  and  Labor  Com- 
mittee over  for  breakfast  and  consultation.   There's  probably  no 
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more  bipartisan  committee  in  Congress  than  the  Ag  Committee, 
and  you  still  haven't  invited  us  down. 

So  I'm  going  to  put  all  my  nice  words  for  Mike  Espy  in  escrow, 
which  will  be  released  at  the  point  that  you  invite  the  Republicans 
down  to  the  Department  of  Agriculture  for  conversation,  so  here's 
my  hint. 

Secretary  EsPY.  Well,  that's  not  exactly  true.  The  first  meeting 
I  had,  I  had  in  the  so-C£illed  Secretary's  dining  room,  which  is  now 
a  public  dining  room.  I  had  the  leadership  of  this  committee  down, 
including  Mr.  Roberts.  And  Pat  Roberts  was  there.  In  fact,  he  sat 
at  my  left  side. 

Mr.  GUNDERSON.  Under  former  Secretaries,  they  tended  to  invite 
all  of  us  down  at  least  once  every  couple  of  years. 

Secretary  Espy.  Could  I  ask  that  this  committee  would  perhaps 
look  at  the  Secretary's  ceremonial  or  entertainment  budget,  be- 
cause it  has  been  cut.  [Laughter.] 

Let  me  tell  you,  I'm  not  sure  I  can  afford  com  flakes. 

Mr.  GuNDERSON.  We'll  bring  our  own,  brown  bag  it. 

In  the  spirit  of  Mike  Espy  and  Ross  Perot,  I  wanted  to  give  you 
both  a  chart.  Because  as  sugar  was  to  NAFTA,  I  think  Mr.  Volk- 
mer  has  said,  dairy  is  to  GATT.  And  I  have  to  tell  you,  as  one  who 
is  a  strong  supporter  of  NAFTA,  I'm  really  hard  pressed  to  find  out 
how  I  can  justify  supporting  the  GATT  agreement. 

And  I  want  to  share  with  you  all  this  particular  chart,  because 
Mike,  you  articulated  market  access.  That  market  access  is  for 
every  country  in  the  world,  and  here's  the  problem.  When  you  have 
the  GATT  agreement  implemented  for  dairy,  you  will  notice  that 
in  terms  of  subsidized  commodities,  the  European  Community  will 
be  able  to  subsidize  336,000  metric  tons  of  butter  and  oil  compared 
to  21,000  tons  in  the  United  States.  In  terms  of  nonfat  dry  milk, 
they  will  be  able  to  subsidize  243,000  metric  tons  compared  to 
68,000  in  the  United  States.  In  terms  of  cheese,  they  will  be  able 
to  subsidize  305,000  compared  to  3,000  by  the  United  States. 

And  look  at  this,  in  terms  of  other  dairy  products,  that  yogurt, 
that  ice  cream,  that  market  access  you're  talking  about,  the  EC  will 
be  able  to  subsidize  939,000  metric  tons  when  GATT  is  fully  imple- 
mented to  achieve  that  market  access  that's  open  to  all  countries, 
compared  to  only  34  metric  tons  for  the  Untied  States. 

Now,  with  those  kinds  of  numbers,  can  you  tell  me  how  I  can  go 
to  my  American  dairy  farmers  and  suggest  to  them  that  GATT  is 
a  good  deal  for  the  American  dairy  farmer? 

Secretary  EsPY.  Well,  I  could  use  the  '*but  for"  GATT,  then  the 
EC  would  be  able  to  subsidize  more  than  under  it,  than  they  would 
be  able  to  anyway. 

Mr.  GUNDERSON.  That's  where  DEIP  has  been  helpful.  I  mean, 
we're  going  to  end  up,  as  you've  said,  eliminate  DEIP,  and  hope 
that  the  wheat  guys  don't  want  to  use  it  all  so  we  can  get  some 
of  EEP,  which  you  and  I  know  we're  not  going  to  get,  because  Pat 
Roberts  isn't  going  to  give  me  any.  [Laughter.] 

And  so  as  a  result  of  that,  I  have  no  ability  to  subsidize,  and 
even  if  I  wanted  to,  there  is  no  way  I  can  compete  effectively  with 
those  kinds  of  numbers  for  the  EC. 

Secretary  Espy.  Well,  we're  not  eliminating  DEIP,  as  you  noted. 
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But  again,  I  think  the  "but  for"  argument  should  also  be  raised. 
We  are  under  incredible  budget  reduction  pressures  within  this 
country,  and  within  this  Congress,  and  who  is  to  say  that  without 
a  GATT  discipline  that  "but  for"  the  GATT,  we  would  increase  the 
DEIP?  I'm  not  sure  that  that  holds  true. 

Mr.  GUNDERSON.  The  problem  is  that  in  dairy,  we  have  gone 
from  $2.5  billion  in  annual  supports  down  to  about  $250  million. 
So  there's  nothing  left  in  terms  of  support  for  the  dairy  program 
as  it  exists  today.  And  to  suggest  that  the  budget  reductions  man- 
dated by  domestic  pressures  is  somehow  going  to  adversely  impact 
the  dairy  industry,  they've  already  done  that. 

Now,  this  brings  us  to  the  question  of  Canada.  Mr.  Volkmer 
talked  a  little  bit  about  it,  but  I  have  to  ask,  is  there  any  indication 
that  we're  going  to  make  any  progress  on  tariffication  with  Can- 
ada? Because  if  we  don't,  then  the  numbers  I  have  shown  you  with 
EC  for  the  rest  of  the  world,  combined  with  the  failure  of  NAFTA 
to  have  any  net  positive  results  for  dairy  in  this  hemisphere,  guar- 
antees that  dairy  is  a  big  loser. 

Secretary  Espy.  The  question  is  that,  if  that  is  the  question,  then 
the  answer  is  we  hope  so.  I  have  been  instructed  to  return  there 
on  Monday.  We  have  a  negotiation  date  scheduled  on  Monday 
morning.  We  will  be  there  as  long  as  it  takes  to  reach  a  deal. 

If  we  can't  reach  a  deal,  then  we  have  further  actions  that  could 
be  taken.  But  you  know  as  well  as  I  do  that  up  there  dairy  is  a 
protected  commodity.  They're  very  interested  in  continuing  those 
protections.  We  would  like,  as  I  said  before,  to  have  them  subscribe 
to  the  CFTA  reduction  schedule  which  they  are  not  willing  to  do. 
They  want  to  go  the  GATT,  tariffied  at  incredibly  high  levels,  and 
then  just  allow  the  very  minimum  opening  that  they  have  to  under 
the  GATT. 

We're  going  to  do  the  best  that  we  can.  But  under  the  NAFTA, 
the  dairy  industry  will  do  very  well  in  Mexico. 

Mr.  GUNDERSON.  I  understand  that.  It's  a  done  deal.  I'm  talking 
about  the  future. 

Secretary  Espy.  All  I  can  say  is  we're  going  to  get  the  best  deal 
we  can,  and  if  we  can't  get  one,  then  we're  going  to  come  out  fight- 
ing. 

Mr.  GUNDERSON.  Do  you  anticipate  in  the  end  auctioning  off 
dairy  import  licenses,  yes  or  no? 

Secretary  EsPY.  Well,  we're  discussing  it,  but  honestly,  no  deci- 
sion has  been  made  on  that. 

Mr.  GUNDERSON.  Thank  you,  Mr.  Chairman. 

Mr.  Volkmer.  The  time  of  the  gentleman  has  expired.  We  will 
now  go  to  the  gentleman  from  Minnesota. 

Mr.  Peterson.  Thank  you,  Mr.  Chairman,  and  I  want  to  com- 
pliment both  Secretary  Espy  and  Ambassador  Kantor  for  the  work 
that  they  have  done. 

Mr.  Ambassador,  we  have  had  our  differences,  but  I  was  sur- 
prised when  I  was  in  Geneva  at  how  well  things  came  out.  I  want 
to  compliment  both  of  you  for  the  work  that  you  did  and  hope  that 
I  helped  a  little  bit  over  there. 

But  I  have  the  same,  and  I'm  close  to  being  able  to  support 
GATT,  which  may  come  as  a  surprise  to  you,  if  we  could  get  this 
dairy  thing  fixed.  If  I  could  just  get — I  don't  know  who  can  answer 
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this,  but  apparently  the  Canadians  are  taking  the  position  that  the 
latest  agreement  is  the  one  that  governs.  And  so  according  to  an 
article  I'm  reading  on  Hoard's  dairy  amendment,  this  is  their  posi- 
tion, and  it's  your  position  that  you're  trying  to  use  the  NAFTA  to 
get  them  to  eliminate  these  quotas. 

What  I'm  curious  about  is  how  would  we  settle  that  dispute,  if 
that  is  in  fact  what  the  situation  is?  Who  would  determine  which 
of  these  treaties  takes  precedence?  Can  you  explain  that  to  me? 

Ambassador  Kantor.  Well,  in  fact  the  treaties  are  totally  con- 
sistent. And  I  think  it  would  be  consistent  with  what  your  reading 
would  be.  It's  not  as  if  the  Uruguay  Round,  which  came  later  than 
the  NAFTA  treaty,  does  anything  to  abrogate  the  NAFTA.  In  fact, 
it's  consistent.  Let  me  explain  that. 

By  setting  up  a  tariffication  process,  there  are  tariff  levels  set  for 
nontariff  barriers,  and  they  are  given  a  number.  What  it  does  then 
is  say  "Now,  any  agreement  you  might  have  which  would  eliminate 
tariffs  would  be  totally  consistent  with  that."  There  is  nothing  in- 
consistent here,  and  with  all  due  respect  for  the  publication  that 
you  cited,  they  are  just  wrong.  They  are  wrong  legally  and  they  are 
wrong  in  terms  of  what  was  agreed  to. 

Mr.  Peterson.  The  Canadians  are  not  taking  this  position? 

Ambassador  Kantor.  They're  taking  that  position,  but  let  me 
just  say  that  they're  on  very  shaky  ground. 

Mr.  Peterson.  So  how  do  you  back  them  off?  I  guess  that's  my 
question. 

Ambassador  Kantor.  In  the  end,  we  have  of  course  a  dispute  set- 
tlement process,  both  at  the  World  Trade  Organization,  which  is 
very  effective,  which  I  discussed  with  Ms.  Long,  and  also  under  the 
NAFTA,  as  you  know.  If  they  won't  negotiate  this  in  good  faith, 
which  we  hope  to  do,  and  Secretary  Espy,  as  he  said,  will  be  there 
Monday,  then  we  will  proceed  to  enforce  our  rights. 

Mr.  Peterson.  How  long  will  that  take? 

Ambassador  Kantor.  Well,  it's  interesting.  Under  the  World 
Trade  Organization,  the  maximum  is  16  months.  They  put  a  maxi- 
mum, which  is  really  a  great  step  forward,  frankly.  I  know  it  has 
probably  frustrated  you. 

Mr.  Peterson.  Yes. 

Ambassador  Kantor.  And  even  in  my  short  time  in  this  job,  14 
months,  it's  frustrated  me.  We  would  have  to  wait  for  it  to  go  into 
effect,  of  course,  but  it's  a  very  effective  mechanism.  We  could  go 
immediately  to  a  dispute  panel  under  NAFTA  and  try  to  resolve 
this  issue.  We  hope  we  can  resolve  it  by  negotiation.  That  is  obvi- 
ously a  better  way  to  do  it,  it's  quicker  and  certainly  would  be  in 
everyone's  interest.  They  are  not  on  good  ground  legally. 

Mr.  Peterson.  I  don't  know  which  one  of  you  can  answer  this, 
but  on  the  grain  issue  in  Canada,  there  is  ITC's  investigation  going 
on  and  all  that.  I'm  just  curious,  if  you  decided  to  use  the  emer- 
gency section  22,  what  effect  does  that  have  on  your  trying  to  im- 
plement this  GATT  legislation  which  gets  rid  of  section  22? 

I  mean,  it's  kind  of  like  we're  going  at  cross-purposes  here.  In 
one  case,  we're  telling  all  of  these  countries  that  we're  going  to  get 
rid  of  this,  and  then  in  the  other  case,  we're  potentially  putting  for- 
ward this  same  action  at  the  same  time. 
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What  kind  of  a  situation  does  that  put  you  in,  and  is  that  part 
of  the  consideration  in  determining  whether  to  move  ahead  with 
this? 

Secretary  EsPY.  As  we  say  it  in  both  of  our  testimonies,  import 
protection  under  the  section  22  mechanism  would  be  tarifTied.  So 
in  other  words,  if  the  GATT  were  to  be  passed,  and  we  would  begin 
the  implementation  of  it  in  January,  then  we  would  lose  the  section 
22  protection. 

Mr.  Peterson.  At  that  point? 

Secretary  Espy.  Yes,  sir.  So  it  would  be  a  short-lived  mechanism, 
in  all  honesty. 

As  you  said,  right  now  there  is  an  ITC  investigation  as  to  wheth- 
er or  not  the  Canadian  wheat  trade  has  a  negative  impact  on  Unit- 
ed States  programs.  And  that  investigation  is  ongoing.  Again,  I'll 
be  up  there  Monday  and  we'll  be  discussing  this. 

Mr.  Peterson.  And  one  last  thing.  I  think  Chairman  Volkmer 
asked  you,  but  on  the  self-help  plan  that  the  industry  has  been 
working  on,  and  I  know  you  have  been  involved  with,  I  was  told 
last  week  that  your  position  was,  or  the  Department's  position  was 
that  the  self-help  plan  was  not  GATT-legal,  or  at  some  point  you 
had  that  position  and  now  that  has  apparently  changed,  that  you 
now  say  that  there  is  a  way  that  you  think  it  can  be  made  GATT- 
legal  if  we  keep  within  certain  parameters,  is  that  the  case? 

Secretary  Espy.  We  had  a  meeting  down  at  the  Department  and 
discussed  the  self-help  program  with  Congressman  Volkmer.  And 
our  position  really  hasn't  changed  as  such.  We  think  that  the  self- 
help  program  as  it  was  initially  discussed  was  GATT-illegal. 

Mr.  Peterson.  Well,  now,  the  new  California  proposal,  will  that 
bring  it  in  or  not? 

Secretary  Espy.  We're  willing  to  discuss  it,  and  we  are  in  fact 
discussing  it.  We  want  to  make  whatever  we  do  GATT-legal  and  we 
don't  want  to  impose  any  new  protections. 

Mr.  Peterson.  And  your  position  on  the  self-help  is  kind  of  up 
in  the  air  at  this  point? 

Secretary  EsPY.  Well,  it's  going  to  be  the  subject  of  hearings,  as 
I  understand,  very  shortly.  And  we  will  be  willing  to  participate  in 
those  hearings. 

Mr.  Peterson.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Volkmer.  The  gentleman  from  Florida. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

Let  me,  join  those  congratulating  both  of  you  on  the  tremendous 
job  that  you  did  in  GATT.  I  think  GATT  was  an  outstanding  situa- 
tion that  has  finally  been  finalized  in  general  in  the  interests  of  the 
United  States.  I  personally  don't  think  you'll  have  a  problem  in 
passing  GATT  such  as  you  did  in  NAFTA  down  the  road. 

But  Ambassador  Kantor,  I  was  pleased  to  see  under  this  round 
of  the  GATT  that  there  was  a  significant  increase  in  market  access 
to  Southeast  Asia  for  citrus  products,  especially  in  Japan,  Korea, 
and  Thailand.  My  question  specifically  relates  to  Korea  and  some 
problems  that  the  fresh  citrus  industry,  as  in  Florida,  has  had  in 
exporting  to  Korea.  They  have  encountered  what  they  believe  to  be 
a  nontarifi"  trade  barrier  in  the  form  of  the  green  card  system  on 
imported  agricultural  products.  In  a  situation  where  there  will  be 


70 

increased  market  access,  how  will  nontariff  trade  barriers  like  this 
be  dealt  with  in  an  effective  manner? 

Ambassador  Kantor.  That's  where  the  tariffication  process  is  ef- 
fective, we  believe,  Mr.  Lewis. 

First  of  all,  let  me  say  thank  you  for  the  very  kind  remarks,  and 
regardless  of  Mr.  Gunderson  trying  to  compare  his  concerns  with 
yours,  we  all  worked  together  quite  well,  I  thought,  in  the  NAFTA 
situation,  and  came  to  conclusions  in  many  areas  of  agriculture,  if 
not  all,  I  think,  that  were  quite  satisfactory.  And  we  appreciate  all 
of  your  leadership  in  that  concern. 

Second,  in  terms  of  tariffication,  we  have  all  agreed  to  take  non- 
tariff  barriers,  one  of  which  is  import  licensing  requirements,  and 
give  them  a  number  and  then  began  to  reduce  the  tariff  equiva- 
lents over  a  period  of  time.  That  is  critical  in  order  to  get  rid  of 
those  barriers  and  to  allow  entry  of  our  competitive  products  into 
Korea,  Japan,  the  European  Union  and  so  on. 

We  believe  it  is  an  effective  system.  It  will  not  be  completely  ef- 
fective from  day  one,  obviously.  It  will  take  time.  But  it  is  a  big 
step  in  the  right  direction. 

Mr.  Lewis.  Do  you  think  that  Korea  will  completely  liberalize  its 
tariff  on  orange  juice  while  reducing  the  tariff  on  grapefruit? 

Ambassador  Kantor.  I  was  on  the  phone  with  the  Korean  For- 
eign Minister  this  morning  on  a  number  of  issues,  including  this. 
It's  very  difficult,  of  course,  to  speak  for  another  country,  and  I 
won't.  I  can  only  say  that  we're  getting  cooperation  out  of  Korea, 
we're  working  very  hard  with  them  in  order  to  make  sure  they  lib- 
eralize, not  only  in  the  areas  you're  speaking  of,  but  in  all  other 
areas  as  well. 

Mr.  Lewis.  Thank  you,  Mr.  Ambassador. 

Secretary  Espy,  the  Florida  Department  of  Citrus  has  been  con- 
sidered a  model  participant  in  the  market  promotion  program,  and 
has  relied  on  participation  in  the  program  to  open  new  markets 
abroad.  Under  the  Uruguay  Round,  it  is  my  understanding  that  by 
the  year  2000,  the  United  States  would  not  be  allowed  to  subsidize 
the  export  of  fruits  and  vegetables. 

Will  the  department  of  citrus'  participation  in  the  MPP  be  jeop- 
ardized under  these  provisions  of  the  Uruguay  Round?  Or  would 
they  fall  under  the  internal  domestic  policy?  How  would  this  work 
out  for  them? 

Secretary  Espy.  Yes,  sir.  The  MPP,  or  the  market  promotion  pro- 
gram, is  allowable  now  and  under  the  GATT  will  still  be  allowable. 

Mr.  Lewis.  Still  GATT-legal? 

Secretary  EsPY.  Yes,  sir;  still  GATT-legal.  And  subject  to  the 
budget,  of  course,  the  domestic  U.S.  budget,  we  are  hopeful  and  ex- 
pect that  we  will  have  aggressive  use  of  the  MPP. 

Mr.  Lewis.  I  see.  Well,  thank  you  very  much,  Mr.  Secretary  and 
Mr.  Ambassador.  I  think  you're  both  a  credit  to  trade  for  the  Unit- 
ed States  and  to  the  Department  of  Agriculture. 

Thank  you,  Mr.  Chairman. 

The  Chairman  [resuming  chair].  Thank  you,  gentlemen. 

Mr.  Dooley. 

Mr.  DooLEY.  Thank  you,  Mr.  Chairman.  At  this  time,  I  would 
like  to  allow  Mr.  Bishop  to  make  a  comment. 
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Mr.  Bishop.  Thank  you  very  much,  Mr.  Dooley,  my  colleague,  for 
yielding  to  me.  I  just  wanted  to  take  a  minute,  I'm  going  to  have 
to  leave,  to  commend  the  Secretary  and  the  administration  on  the 
work  that  you've  done  during  the  Uruguay  Round  for  Georgia's 
farmers.  For  the  first  time  in  world  trade  talks,  Georgia's  farmers 
truly  feel  like  they  have  a  seat  at  the  table,  and  we're  very  appre- 
ciative. 

Specifically,  you  should  be  commended  for  the  work  that  you've 
done  in  getting  a  tariff  rate  in  place  for  cotton.  Also  for  the  first 
time,  we  have  a  tariff  rate  scheduled  for  peanut  paste  and  peanut 
butter.  You've  worked  hard  to  secure  these  items,  and  I  want  to 
personally  thank  you  and  your  staff  at  the  Department  for  the  fine 
work  that  you've  done.  It  certainly  has  not  gone  unnoticed. 

That  being  said,  I  do  have  some  written  technical  questions  re- 
garding the  implementing  language  for  both  cotton  and  the  peanut 
provisions  of  the  GATT  treaty.  And  we  will  get  them  to  you  so  that 
you  can  have  your  staff  respond.  But  with  that,  I  want  to  thank 
you  and  the  administration  and  the  Ambassador  for  what  you  have 
done  in  demonstrating  your  commitment  to  Georgia's  farmers  and 
the  farmers  of  this  country. 

Secretary  EsPY.  Thank  you,  sir. 

Ambassador  Kantor.  Thank  you. 

Mr.  Dooley.  Thank  you. 

I  just  wanted  to  compliment  both  of  you.  I  think  that  through  the 
good  work  that  you  have  done  on  both  NAFTA  and  now  GATT, 
you're  really  giving  an  opportunity  for  U.S.  agriculture  to  be  poised 
on  an  era  of  having  extensive  new  market  opportunities,  which  I 
think  is  going  to  result  in  a  healthier  agricultural  economy  for 
some  time. 

My  concern  is,  I  have  some  concerns  about  GATT,  but  there  is 
absolutely  no  question  that  I  will  be  a  strong  supporter  of  it.  But 
my  question  today  and  my  concern  today  is  along  the  lines  that  Mr. 
Roberts  identified  to  some  extent.  Are  we  now  aggressively  imple- 
menting the  changes  in  our  farm  policy  that  is  consistent  with  this 
new  era  of  expanded  trade  opportunities  that  we  are  moving  for- 
ward? 

And  there  are  some  concerns  on  my  part  that  while  we  are  see- 
ing the  reduction,  albeit  mandated  by  the  agreement,  we  are  still 
better  off,  certainly  from  a  relative  stance,  from  the  status  quo.  But 
when  we  have  programs  which  are  GATT-compatible,  such  as  the 
MPP  that  Mr.  Lewis  brought  up,  and  yet  we  see  a  reduction  to  the 
$75  million,  here  is  a  program  that  really  does  give  us  the  oppor- 
tunity to  expand  markets.  And  I  question  the  consistency  in  mov- 
ing into  this  new  era  with  a  reduction  there. 

Also,  I  would  hope  that  when  we're  moving  forward  that  we  un- 
derstand again  that  U.S.  agriculture  is  going  to  need  the  assist- 
ance, and  hopefully  we  will  see  an  increase  in  some  of  the  FAS  ac- 
tivities which  are  providing  great  value  and  expertise  in  opening 
up  market  opportunities  that  can  help  with  the  private  sector.  And 
I  would  hope  that  that  would  be  reflected,  too,  in  the  upcoming 
budgets. 

And  the  final  comment,  before  I  ask  you  for  your  statements  on 
this,  is  in  the  farm  policy  that  is  going  to  be  considered,  obviously 
next  year,  where  we're  still  embracing  a  farm  policy  that  all  too 
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often  is  based  on  supply  management  where  earlier  this  year,  on 
my  cotton  farm,  I  was  asked  to  set  aside  17  V2  percent  of  my  acre- 
age before  it  was  dropped  to  11,  this  in  an  international  market, 
as  we  are  with  cotton,  also  doesn't  appear  to  be  entirely  consistent 
with  this  whole  idea  of  moving  forward  with  GATT  and  NAFTA 
and  expanded  market  opportunities. 

What  efforts  is  USDA  undertaking  prior  to  the  1995  farm  bill  to 
try  to  bring  in  the  farm  policy,  in  a  little  more  of  a  consistency  with 
real  international  market  realities  in  which  we  are  dealing  with? 
Long  statement  and  question,  I  apologize  for  that,  Mr.  Secretary. 

Secretary  EsPY.  No  apology  needed.  The  discussion  for  the  1995 
farm  bill  has  already  begun  down  at  the  Department.  We  have  sev- 
eral innovations  under  active  review,  including  the  revenue  assur- 
ance, the  idea  that  Mr.  Roberts  discussed. 

We  will  be  having  a  retreat.  Departmental  retreat  in  May,  where 
we  are  going  to  call  in  experts  from  all  around  the  country  and 
around  the  world  to  give  their  opinion  on  these  items  and  these 
ideas.  We  are  going  to  be  producing  white  papers  that  we  will  dis- 
seminate within  the  Congress,  of  course,  and  all  around  the  coun- 
try with  commodity  groups  and  so  forth. 

So  we  are  beginning  to  take  positions  on  current  programs  and 
changes.  But  as  you  know,  and  as  we  all  know,  the  way  to  increase 
farm  income  is  through  zealous  and  aggressive  promotions  in  the 
export  market.  And  within  our  arsenal  right  now  we  have  a  num- 
ber of  tools.  The  EEP  is  one.  The  SOAP,  COAP,  and  the  DEIP,  the 
GSM  102-103,  and  the  MPP.  And  except  for  the  export  subsidy 
programs,  as  has  already  been  discussed,  none  of  these  others  are 
subject  to  any  reductions  under  tne  GATT.  So  it's  just  a  matter  of 
the  budget. 

And  I  for  one,  and  I'm  sure  the  Ambassador,  certainly  the  Am- 
bassador, we  believe  in  zealous  promotion  and  the  aggressive  use 
of  every  tool  in  our  arsenal.  So  we  have  to  decide,  how  are  we  going 
to  treat  Russia?  We  have  to  decide  whether  we  are  going  to  have 
a  philosophy  which  targets  emerging  markets  or  just  emerging  de- 
mocracies. We  have  to  decide.  For  instance,  within  the  nation  of 
South  Africa,  which  is  changing  its  whole  society,  we  have  to  decide 
how  we  are  going  to  export  into  that  market  now,  and  whether  any 
changes  need  to  be  taken.  So  we  have  to  sit  down  and  decide  what 
to  do. 

But  the  direct  subsidies,  such  as  EEP,  are  the  only  ones  subject 
to  reductions  under  the  GATT.  The  rest  of  them  are  not.  It's  just 
a  matter  of  the  budget.  MPP  is  a  great  program,  honestly.  I  thmk 
there  are  a  few  problems,  and  whether  or  not  we  make  the  use  of 
it  to  the  larger  companies  or  just  relegate  its  use  only  to  the  small- 
er, perhaps  even  the  minority  firms  only.  But  the  fact  that  it's  legal 
and  useful  is  unquestioned. 

The  Chairman.  Mr.  Everett. 

Mr.  Everett.  Thank  you,  Mr.  Chairman,  Mr.  Secretary  and  Mr. 
Ambassador.  Mr.  Secretary,  I  have  a  couple  of  comments  about  the 
peanut  program,  and  I  will  submit  some  questions  later.  I  am 
happy  to  note  for  the  first  time  in  history  that  peanut  butter  has 
a  tariff-rate  quota  based  on  1993  import  levels.  And  while  I  think 
this  is  a  significant  first  step,  I  feel  we  should  have  set  those  levels 
at  1988  levels,  the  import  levels  at  1988  levels. 
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I  don't  think  we  should  reward  countries  who  take  unfair  advan- 
tage of  this  country's  trade  laws  by  transshipping  peanuts  pro- 
duced by  other  countries  in  order  to  gain  lower  tariff  rates.  Trans- 
shipment by  Canada  disrupts  the  domestic  supply  control  program 
such  as  peanut  programs,  and  ends  up  costing  the  American  tax- 
payer money. 

Also,  Mr.  Secretary,  I  want  to  ensure  that  the  quality  control, 
like  you,  of  foreign  peanuts  and  peanut  products  do  not  deteriorate. 
For  example,  a  recent  Government  study  concluded  that  12  percent 
of  imported  peanuts  produced  are  contaminated.  This  level  of  con- 
tamination will  only  increase  as  our  tariffs  are  lowered,  I  fear. 

Mr.  Ambassador,  a  question  on  the  issue  of  zero/zero  tariffs  on 
forest  and  wood  products,  I'm  concerned  that  a  tariff  reduction  for 
these  products  over  10  years  does  not  fully  achieve  the  objective  of 
gaining  better  market  access  for  our  agricultural  products.  There 
are  some  industry  projections  that  the  10-year  phaseout  will  result 
in  the  loss  of  export  benefits  of  about  $3.3  billion.  I  feel  that  by  re- 
ducing these  tariffs  over  5  years  it  would  enable  our  wood  products 
industry  to  better  achieve  market  access,  creating  more  exports 
and  American  jobs. 

My  question  is  this.  Would  the  administration  be  willing  to  press 
or  further  press  the  European  Community  to  reduce  tariffs,  to 
allow  the  United  States  to  phase  out  tariffs  for  wood  and  paper 
products  over  5  years,  and  if  not,  how  would  the  administration  ad- 
dress the  EC  subsidies  which  further  place  American  exports  at  a 
competitive  disadvantage? 

Ambassador  Kantor.  As  far  as  wood  products  are  concerned,  as 
you  know,  we  fought  hard  for  as  fast  a  phase-out  as  possible,  going 
to  zero  in  tariffs.  We  had  an  agreement  with  the  European  Union 
and  Canada  that  would  go  to  zero  over  10  years,  50  percent  in  5 
years  and  then  the  second  50  in  the  second  5  years. 

Unfortunately,  the  Japanese  Government,  who  was  part  of  the 
so-called  quad,  only  agreed  to  the  first  5  years  and  then  said  they 
would  then  look  at  it  after  5  years.  We  have  worked  hard  and  en- 
gaged the  Japanese  Government,  both  as  the  quad  and  individually 
on  a  bilateral  basis,  the  United  States  has  engaged  the  Japanese, 
to  try  to  get  a  change  in  that  position. 

We  have  been  unable  to  achieve  that  as  of  this  date.  We  have 
not  stopped  trying.  We  have  even  offered  a  compromise,  working 
with,  as  you  know,  the  wood  products  industry  to  raise  the  level 
of  tariff  reduction  the  first  5  years,  and  then  of  course  not  have  any 
reduction  in  the  second  5  years.  That  didn't  work,  either. 

We  will  continue  to  work  on  this.  We  believe  it  is  a  critical  indus- 
try. As  you  know,  in  the  paper  products  industry,  we  got  a  zero  tar- 
iff. We  all  agreed  in  the  quad,  and  therefore  of  course  got  general 
agreement  in  the  Uruguay  Round  itself.  So  we  have  not  forgotten 
about  this  issue,  it  is  on  the  front  burner.  We  continue  to  engage 
our  Japanese  allies  in  terms  of  trying  to  reduce  this  tariff  to  zero 
as  quickly  as  possible. 

Mr.  Everett.  Thank  you,  Mr.  Secretary  and  Mr.  Ambassador. 
No  more  questions.  I  yield  back. 

The  Chairman.  Thank  you. 

Mr.  Pomeroy. 

Mr.  Pomeroy.  Thank  you,  Mr.  Chairman. 
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I  would  like  to  echo  the  words  of  virtually  every  other  committee 
member  in  applauding  the  good  work  of  each  of  you.  We  have  been 
proud  of  you. 

I  have  a  question  that  relates  to  the  terrible  problem  we  continue 
to  experience  with  Canadian  wheat.  And  I  expect  by  this  point  the 
intransigence  you  have  seen  across  the  table  as  you  have  at- 
tempted to  bring  the  Canadians  to  some  type  of  reasonable  and  re- 
sponsible position  on  this  issue  has  left  both  of  you  feeling  a  meas- 
ure of  the  intense  frustration  we  feel  in  the  upper  Midwest. 

Mr.  Ambassador,  are  you  planning  to  preserve  section  22  or  its 
tariff  equivalent  by  reserving  this  specific  remedy,  vis-a-vis  the  Ca- 
nadians, in  the  GATT  agreement? 

Ambassador  Kantor.  Let  me  put  it  in  short  run  and  long  run. 
Thank  you  for  your  kind  words.  Obviously  we  share  your  frustra- 
tion. We  know  what  has  happened  to  the  wheat  market  here  in 
this  country.  Durum  wheat,  especially,  has  been  hard  hit  by  the 
unfair  and  unfortunate  subsidies  the  Canadians  provide  to  their  in- 
dustry through  the  Western  Grain  Transportation  Act  as  well  as 
through  the  Canadian  Wheat  Board  and  in  other  ways. 

We  have  addressed  that  quite  vigorously.  Secretary  Espy  should 
be  commended  for  instituting  the  EEP  program  into  Mexico  where 
we  have  recaptured,  as  you  know,  the  market  we  had  lost  because 
of  these  large  subsidies  the  Canadians  had  provided  to  their  indus- 
try. 

As  for  section  22,  obviously  we  have  an  ongoing  investigation  by 
the  ITC  now.  They  plan  to  finish  in  July.  We  don't  know  what  the 
outcome  of  that  investigation  will  be.  That  investigation  was  at  the 
initiation  of  the  President. 

Two,  Secretary  Espy  has  indicated  he  is  going  to  resume  his  ne- 
gotiation with  the  Canadians  on  Monday  to  try  to  address  this 
problem.  The  Canadians  have  been  somewhat  forthcoming  in  some 
areas,  not  in  others  that  are  critical  in  terms  of  the  volume  of 
wheat  that  they  are  shipping  into  this  country. 

Three,  when  the  World  Trade  Organization  comes  into  effect,  and 
that  could  be  as  early  as  January  1,  1995,  or  as  late  as  July  1, 
1995,  we  will  then  of  course  convert  all  our  section  22  quotas  to 
tariff  equivalents,  and  we  only  have  to  reduce  them,  as  you  know, 
the  minimum  of  15  percent  over  6  years. 

So  there  are  some  protections  here.  I  think  we  have  acted  in  a 
vigorous  and  aggressive  manner  with  regard  to  wheat.  However, 
the  problem  still  persists  with  the  Canadians.  I  would  like  to  report 
we  had  resolved  it,  but  we  haven't. 

Mr.  POMEROY.  I  understand  that  the  interrelationship  of  GATT 
vis-a-vis  the  Canadian  Free-Trade  Agreement  would  reduce  the 
tariff,  unless  section  22  was  added  to  our  tariffication  schedule,  to 
zero,  therefore  being  an  applicable  remedy  to  other  countries  but 
not  to  Canada,  the  country  very  much  at  issue. 

Ambassador  Kantor.  That's  theoretically  correct.  This  is  a  situa- 
tion, frankly,  that  I  think  is  susceptible  to  negotiation.  Because  the 
Canadians  are  in  grave  jeopardy  with  regard  to  dairy,  poultry,  and 
eggs,  as  you  know.  Secretary  Espy  certainly  could  talk  to  this  situ- 
ation more  precisely  than  I  can.  He  has  led  our  negotiations  for  our 
country.  And  so  I  would  turn  to  him. 
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But  I  think  it's  fair  to  say  that  the  administration  has  tackled 
this  problem  vigorously  from  nearly  the  first  day  we  came  into  of- 
fice and  will  continue  to  do  so. 

Mr.  POMEROY.  Mr.  Ambassador,  we  have  had  meaningful  visits. 
They  just  have  yet  to  be  translated  into  meaningful  relief.  Durum 
is  a  problem,  Spring  wheat  is  a  problem,  barley  is  a  problem.  We 
had  in  North  Dakota  a  matter  of  several  weeks  ago  farmers  in  20- 
degree-below  windchill  weather  protesting  on  the  border.  This  is 
not  in  the  character  of  what  usually  transpires  on  20-degree-below 
days  along  the  North  Dakota-Canadian  border.  I  can't  tell  you  how 
bad  the  situation  is. 

And  the  last  thing  the  Secretary  needs  as  he  resumes  his  nego- 
tiations are  signals  from  the  administration  that  we're  going  to  re- 
duce the  range  of  response  that  we  can  bring  to  bear  against  the 
Canadians,  such  as  section  22.  I  think  we  need  to  send,  the  admin- 
istration needs  to  arm  the  Secretary  with  the  very  real  and  immi- 
nent prospect  of  unilateral  action,  or  the  Secretary  is  in  for  another 
frustrating  trip  north. 

Mr.  Secretary,  I  would  be  very  interested  in  your  response. 

Secretary  Espy.  Well,  your  frustration  is  evident.  Our  frustra- 
tions are  similarly  evident.  It's  an  incredibly  difficult  item  to  try  to 
undertake.  But  I  would  tell  you  though,  no  news  is  good  news  at 
this  moment.  Because  we  have  been  to  Ottawa,  we  have  been  to 
Toronto,  they  have  been  here,  we've  talked  in  Geneva,  and  we 
could  have  reached  an  agreement  that  you  would  consider  unsatis- 
factory. 

We  have  walked  away  from  the  table  because  we  weren't  satis- 
fied. And  while  the  ITC  investigation  is  now  ongoing,  we  haven't 
stopped  working. 

Canada  is  the  only  industrialized  nation  which  has  a  State  trad- 
ing monopoly.  And  while  it  is  GATT-legal,  we  have  tried  to  raise 
it  time  and  again  to  try  and  tell  the  world  that  this  country  sub- 
sidizes the  production  of  wheat,  subsidizes  the  export  of  wheat, 
through  its  WGTA  rail  subsidies.  It  imposes  end-use  certificates. 
And  almost  every  phase  of  production,  merchandising  and  distribu- 
tion is  subsidized.  That's  why  we  had  to  take  a  very  aggressive  pos- 
ture with  regard  to  recapturing  our  markets  that  it  embraced 
through  its  subsidies.  And  we  got  their  attention. 

We  hope  that  the  Monday  discussion  will  yield  a  substantial  con- 
sensus. We  seek  an  elimination  or  at  least  a  substantial  reduction 
in  the  rail  subsidy.  We  seek  an  elimination  of  the  end-use  certifi- 
cates. We  seek  some  sort  of  transparency  with  regard  to  the  prac- 
tices of  the  Canadian  Wheat  Board.  We  do. 

We  seek  a  cap,  a  voluntary  cap,  hopefully,  on  wheat  imports  into 
the  United  States  at  a  level  that  everyone  can  live  with.  That's 
what  we  want  to  achieve.  That's  what  we  seek  now,  and  that's 
what  we  will  continue  to  pursue.  And  I  hope  that  we  will  get  it. 
If  we  don't  get  it,  then  we  will  take  further  action. 

Mr.  POMEROY.  Thank  you  very  much.  Godspeed  and  good  luck  in 
those  negotiations. 

Secretary  EsPY.  Thank  you. 

The  Chairman.  Mr.  Barrett. 

Mr.  Barrett.  Thank  you,  Mr.  Chairman. 
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I  want  to  associate  myself  with  the  remarks  that  have  been  made 
earher  about  the  both  of  you  and  the  accolades  that  have  been 
thrown  at  your  feet.  I  think  especially  with  reference  to  trade  mat- 
ters, you  represent  a  very  dynamic  duo  and  I  appreciate  very  much 
what  you've  done. 

Mr.  Secretary,  after  all  the  work  you  did  on  NAFTA,  I'm  sure 
you're  a  little  tired  of  coming  back  up  here.  But  it's  good  to  see  you. 

Secretary  EsPY.  I'm  never  tired  of  coming  here. 

Mr.  Barrett.  Mr.  Ambassador,  I  appreciate  your  taking  the  time 
especially  after  all  you've  gone  through  as  well.  I  would  even  go  so 
far  as  to  agree  with  my  colleague  from  Wisconsin,  Mr.  Ambassador, 
when  he  mentioned  the  previous  Ambassador.  You  will  understand 
the  importance  of  this  comment  when  you  realize  that  Mr.  Yeutter 
and  I  have  been  long-time  close  personal  friends.  His  family  farm 
is  20  miles  from  my  hometown.  So  thank  you  very  much  for  what 
you've  done. 

Ambassador  Kantor.  I  appreciate  that  very  much. 

Mr.  Barrett.  I  guess  very  quick  because  of  a  vote  coming  up, 
Mr.  Chairman,  I  continue  to  be  concerned  about  our  pay-as-you-go 
regulations  that  we  now  find  ourselves  living  under,  we  figure  if 
$14  billion  that's  around  to  implement  GATT,  what  proposals 
against  it  does  the  administration  have? 

Ambassador  Kantor.  You're  absolutely  correct.  It  appears  that  it 
will  cost  in  tariff  reductions  about  $13.9  billion  over  5  years  with 
regard  to  our  obligations  under  the  Uruguay  Round.  As  you  know, 
that  $13.9  billion  represents  a  tax  cut  for  the  American  consumers. 
It  will  lower  the  price  of  products  here  in  this  country,  which  is 
good  news. 

It's  also  good  news  that  we  will  receive  about  $3  in  Federal  reve- 
nue for  every  $1  of  tariff  cut,  that's  about  $40  billion  over  5  years. 
But  under  the  static  budget  process  that  has  been  adopted,  without 
criticism,  the  fact  is  that  you  can't  count  that.  Therefore  this  tax 
reduction  and  the  increase  in  revenues  can't  be  taken  into  account 
because  this  is  a  static,  not  a  dynamic,  budget  situation,  as  you  cor- 
rectly point  out. 

Director  Panetta  is  working  hard  now  to  find  offsets,  offsets,  to 
take  care  of  this  situation  over  a  5-year  period  of  time.  We  are 
hopeful,  as  we  were  able  to  do  in  the  NAFTA,  that  we  can  accom- 
plish satisfying  this  budget  requirement  as  we  proceed  forward.  We 
are  not  considering  any  other  method,  at  this  time,  of  addressing 
this  issue. 

Mr.  Barrett.  Thank  you.  At  the  appropriate  time,  then,  we're 
going  to  be  looking  at  offsets? 

Ambassador  Kantor.  Yes,  sir. 

Mr.  Barrett.  And  very  quickly  again,  even  if  we  use  the  fast 
track  authority,  what  are  we  looking  at  in  terms  of  a  time  line  for 
implementation?  It  seems  to  me  that  there's  a  crunch,  that  we're 
going  to  be  facing  for  implementation  of  regulations,  drafting  regu- 
lations, etc. 

Ambassador  Kantor.  We  believe,  assuming  we  address,  and  I  as- 
sume we  can,  the  concerns  over  offsets  or  the  pay-go  system,  that 
we  can  have  a  final  bill  here,  implementation  bill,  with  the  Uru- 
guay Round,  by  the  middle  of  June  if  not  early  June.  We're  already 
working  with  committees  of  the  Congress  in  talking  about  imple- 
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mentation  legislation.  The  President  will  sign  the  Uruguay  Round 
on  April  15.  We  will  have  enough  time,  we  believe,  in  the  so-called 
nonmarkup  process  between  April  15  and  early  June  to  finish  that 
work,  and  bring  a  final  bill  back  to  the  Congress. 

As  you  know,  the  average  number  of  days  it's  taken  to  pass  trade 
bills  under  the  fast  track  procedure  has  been  about  13  legislative 
days.  And  so  we  believe  that  we  can  finish  that  this  year.  We  hope 
that  we  can.  Obviously,  we  have  some  challenges,  including  the  one 
you've  articulated  here  this  morning. 

Mr.  Barrett.  So  you  think  by  the  end  of  the  calendar  year,  by 
the  end  of  this  session,  it  will  be  put  to  bed? 

Ambassador  Kantor.  That  is  our  hope.  Obviously  we  are  work- 
ing with  Congress,  we  are  consulting  with  leadership  on  both  sides. 
There  is  a  heavy  and  important  agenda  that  all  of  you  face  this 
year.  The  administration  has  some  important  issues  including 
health  care,  welfare  reform,  the  crime  bill,  the  budget,  that  are 
going  to  be  before  this  Congress. 

However,  this  is  also  important  to  the  administration  and  we  will 
continue  to  seek  solutions  to  the  pay-go  problem  in  our  desire  to 
get  this  Uruguay  Round  ratified  and  the  implementation  bill  rati- 
fied this  year,  in  order  that  the  World  Trade  Organization  can  go 
into  effect  as  soon  as  possible.  It's  in  our  interest  that  it  does. 

Mr.  Barrett.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  VOLKMER  [assuming  chairl.  We  will  now  have  the  gentlelady 
from  North  Carolina. 

Mrs.  Clayton.  Thank  you.  I  want  to  also  add  my  compliments, 
both  to  the  Secretary  and  to  the  Ambassador,  for  the  fine  work  you 
do  in  representing  the  interests  of  agriculture,  in  this  country  as 
well  as  abroad.  And  I  want  to  acknowledge,  I  see  the  GATT  overall 
general  purpose  as  allowing  us  to  have  greater  access  to  the  mar- 
ket. But  you  could  understandably  note  that  many  of  us  have  some 
provincial  or  parochial  interests,  as  we  try  to  make  this  global  com- 
petitiveness work  for  all  of  us. 

I'm  particularly  interested,  and  I  will  submit  in  more  detail  to 
you  in  writing  because  of  the  time,  but  in  terms  of  peanuts  and  in 
terms  of  textiles,  peanuts  first.  Could  you  just  comment,  some  of 
us  are  interested  in  the  transshipment  that  is  being  conducted 
through  Canada  for  peanuts  right  now,  and  the  impact  that  will 
have  on  peanuts. 

And  the  other  one  is  in  textiles,  I  know  there  has  been  tremen- 
dous effort  in  trying  to  increase  the  monitoring  of  foreign  textile 
into  this  country.  But  just  comment  how  we  will  make  that  transi- 
tion to  give  some  model  of  comfort  and  courage  to  our  farmers. 

Secretary  Espy.  In  the  question  of  peanuts,  I'm  not  sure  I  can 
speak  to  the  textile  question,  but  with  regard  to  peanuts,  we  do 
have  a  problem  with  transhipment  through  Canada.  So  we  hope  to 
impose  a  tariff-rate  quota  that  would  be  a  two-tier  effect,  the  with- 
in quota  and  the  out  of  quota  level,  which  would  take  care  of  the 
transshipment  problem.  And  over  quota  imports  would  be  subject 
to  very  high  tariffs. 

For  peanuts  and  peanut  butter  paste,  the  tariff  rate  would  be 
under  our  schedule  155  percent  ad  valorem  level,  which  is  for 
shelled  peanuts  and  peanut  butter  paste. 
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Ambassador  Kantor.  On  textiles,  as  you  know,  we  have  done  a 
number  of  things  that  were  not  on  the  table  when  we  came  into 
office,  one,  to  insist  that  the  phase-out  of  the  MFA  over  a  10-year 
period  of  time  be  tied  to  market  access.  We  insisted  that  the  United 
States  be  given,  and  others,  the  ability  in  the  Uruguay  Round  to 
deny  through  the  dispute  settlement  process  growth  in  quotas,  tex- 
tile quotas,  if  countries  did  not  provide  adequate  market  access  to 
our  products,  textiles  and  apparels. 

Two,  we've  got  strong  anticircumvention  language  in  the  Uru- 
guay Round  also  to  make  sure  countries  couldn't  avoid  or  evade  our 
quota,  quotas  under  the  multifiber  arrangement. 

Three,  because  of  the  good  work  of  Ambassador  Hillman,  we  ne- 
gotiated 23  bilateral  textile  agreements  this  year,  23.  It's  an  all- 
time  world  record.  They  are  good  agreements.  They  are  solid  and 
they  are  tough,  and  they  have  anticircumvention  language  to  allow 
us  to  seek  treble  damages  in  cases  of  continued  violations  of  our 
quota  laws. 

As  you  know,  we  invoked  sanctions  against  the  Chinese,  who 
were  avoiding  and  evading  our  laws.  And  5  days  later,  we  obtained 
an  agreement  that  allows  the  Chinese  no  growth  this  year  in  tex- 
tiles and  apparel,  only  1  percent  of  the  next  year  for  the  next  4 
years,  which  is  substantially  less  than  the  15  percent  growth 
they've  been  enjoying  each  year  in  the  past  few  years. 

We  also  for  the  first  time,  because  of  Ambassador  Hillman's  good 
work,  have  a  cap  on  silk  apparel  coming  into  this  country.  As  you 
know  silk  blouses  were  especially  taking  the  place  of  cotton 
blouses,  they  were  so  cheap,  coming  from  China. 

So  we  have  made  great  strides  in  this  area.  We  obviously  would 
have  liked  to  obtain  more  in  the  Uruguay  Round  in  terms  of  a  15- 
year  phase-out  versus  a  10-year  phase-out.  But  because  of  the  sub- 
stantial reduction  in  our  tariff  cuts,  we  only  cut  for  the  world  IIV2 
percent  on  our  tariffs  on  textiles,  and  because  of  our  insistence  on 
market  access  and  our  insistence  in  anticircumvention  language, 
we  ran  out  of  allies  by  the  end  of  these  discussions.  It  would  be 
safe  to  note  the  United  States  stood  alone  in  trying  to  take  the 
Uruguay  Round  from  10  to  15  years  in  MFA  phase-out. 

But  we  believe  that  this  agreement  serves  the  industry  quite 
well.  We  believe  it  should  be  supported  by  the  industry  and  we 
have  had  good  talks  with  them  since  the  end  of  these  negotiations. 

Mrs.  Clayton.  Thank  you,  Mr.  Ambassador,  and  thank  you,  Mr. 
Secretary. 

Secretary  EsPY.  Mr.  Chairman,  would  I  have  time  to  correct  a 
statement  I  made?  I  was  misreading  the  schedules  that  I  have  be- 
fore me  on  the  transshipment  issue.  What  we  intend  to  do  under 
the  GATT  is  to  establish  a  quota  of  33,770  tons  and  that  is  for  ac- 
cess from  around  the  world,  which  would  take  care  of  the  trans- 
shipment problem. 

And  that  would  be  obviously  the  quota  amount,  and  that  would 
be  a  lower  tariff  for  the  amounts  coming  in  within  quota.  Every- 
thing beyond  that  established  quota  level  would  be  tremendously 
higher,  the  tariff  applied  to  it  would  be  tremendously  higher,  and 
that  would  be  at  a  155  percent  level. 

So  we  have  discussed  this,  obviously,  with  everyone  concerned, 
and  that  seems  to  be  an  approach  that 
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Mrs.  Clayton.  Will  that  be  on  your  agenda  when  you  talk  in 
Canada  next  week? 

Secretary  EsPY.  Yes. 

Mrs.  Clayton.  You've  gotten  that  resolved? 

Secretary  EsPY.  Yes,  it  is.  But  we're  going  forward  with  this 
nonetheless,  multilaterally. 

Mrs.  Clayton.  I  understand.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

Mr.  VOLKMER.  Thank  you.  The  Chair  recognizes  the  gentleman 
from  Iowa. 

Mr.  NUSSLE.  Thank  you,  Mr.  Chairman. 

I  appreciate  the  opportunity  to  be  briefed  today  on  this  GATT 
framework.  I  appreciate  that  and  I  hope  it  continues,  particularly 
after  we  get  the  enabling  language  and  implementing  language. 

My  farmers  back  home  believe  that  GATT  is  a  piece  of  a  puzzle, 
and  I  would  agree  with  your  statements  today  that  it's  an  ongoing 
process.  But  it  is  also  a  piece  of  the  puzzle  for  agriculture. 

There  are  two  other  pieces  of  the  puzzle  that  they  are  very  con- 
cerned about.  Of  course,  the  1995  farm  bill  is  another  big  piece  of 
the  puzzle,  and  maybe  the  entire  puzzle  for  some.  And  the  other 
is  CRP.  I'm  sure  that  you  don't  have  an  answer  today  for  what  the 
1995  farm  bill  proposal  will  look  like. 

But  could  you  give  us  a  timeframe?  Because  one  of  the  things 
that  I  think  Mr.  Roberts,  I'm  not  going  to  speak  for  him,  but  I 
know  he's  concerned  about  this,  I  share  that  concern,  and  that  is 
it  will  be  a  lot  easier  to  sell  the  components  of  GATT  if  we  see  how 
it  fits  in  the  bigger  framework,  and  if  we  see  the  puzzle  with  all 
of  its  pieces  fitting  together. 

Could  you  give  us  a  timetable  on  when  the  administration,  par- 
ticularly when  you,  Mr.  Secretary,  will  be  giving  us  some  idea  of 
where  you  stand  on  the  1995  farm  bill? 

Secretary  EsPY.  As  I  said  earlier,  we  have  already  started  the 
discussions.  And  we  would  be  willing  and  expectant  to  participate 
in  any  hearings  that  would  be  scheduled  by  this  committee.  We 
will  be  here,  we  will  be  at  the  table  and  we  will  participate  in  a 
very  aggressive  way. 

But  the  GATT,  as  we  suggested  before,  except  for  the  EEP,  will 
not  affect  any  of  our  domestic  programs,  our  system  of  deficiency 
payments,  our  system  of  establishing  target  prices,  our  whole  pay- 
ment limitation,  the  questions  surrounding  all  of  that.  GATT  will 
not  have  an  effect  on  any  of  those. 

So  the  question  there,  the  only  question,  well,  the  dominant 
question  is  the  budget  aspects  of  that,  which  is  certainly  an  ele- 
ment to  be  discussed  within  the  Congress.  So  it  is  an  element  of 
a  puzzle,  as  you  said.  But  I  would  hesitate  to  have  the  producers 
in  Iowa  wait  to  endorse  the  GATT  because  they  are  waiting  on 
whether  or  not  we  resolve  these  other  budget  questions. 

Mr.  NusSLE.  Well,  the  concern  I  think  my  producers  in  Iowa 
have  is  that  every  year  they  have  to  wait  for  what  the  new  pro- 
gram looks  like,  what  the  little  idiosyncracies  are  every  year.  So 
they're  waiting  every  year  anyway,  and  it's  very  difficult  to  make 
their  plans. 

All  I'm  suggesting  is  that  yes,  the  dollar  amounts  may  be  fixed. 
We  may  know  what  the  budget  amounts  may  be.  But  what  I  hear 
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you  suggesting  is  that  the  program  by  and  large  won't  change,  that 
there  isn't  going  to  be  many  changes.  If  that's  true,  that's  I  suppose 
one  direction  that  we're  heading  in. 

If  you're  open  to  new  ideas,  and  maybe  completely  getting  out- 
side the  nine  dots,  so  to  speak,  taking  a  look  at  different  proposals 
that  have  been  laid  on  the  table,  then  that's  a  different  direction. 

Secretary  Espy.  Well,  again,  we  have  already  started  looking  at 
different  proposals.  Principally,  the  revenue  assurance  proposal 
coming  out  of  Iowa  is  something  worthy  to  be  reviewed  and  we  are 
reviewing  it.  We  have  put  on  the  table,  we  introduced  last  week 
and  we  presented  to  this  Congress  a  reform  of  crop  insurance,  a 
substantial  reform  of  crop  insurance  which  allows  producers  in 
Iowa  and  elsewhere  around  the  country  a  base  level  of  guaranteed 
catastrophic  coverage  up  to  50  percent  of  crop  losses,  and  the  abil- 
ity to  buy  up  under  a  flexible  program  within  the  private  market. 

And  the  OMB  gave  us  $1  billion  in  the  baseline  to  be  able  to 
fund  this  proposal.  So  that's  not  exactly  in  the  farm  bill.  But  it's 
something  that  we  think  was  necessary,  and  we  have  a  substantial 
proposal  on  the  table. 

So  some  of  these  items  might  move  separately.  But  with  regard 
to  the  fundamental  1995  farm  bill  proposals,  I  just  couldn't  discuss 
much  of  that  at  the  moment,  because  we  have  them  under  discus- 
sion. In  your  question,  you  mentioned  the  CRP  which  again  is  as 
much  of  a  budget  problem  as  much  as  anything. 

We  have  about,  I  think,  8  million  acres  coming  out  of  lease  in 
1995.  And  we  have  a  significant  problem  coming.  And  it's  coming 
quickly.  And  I  would  hope,  frankly,  Mr.  Nussle,  that  we  could 
reenroll  these  acres  within  the  CRP  program.  I'm  hopeful  that  that 
can  happen.  But  right  now,  it's  a  budget  problem. 

Mr.  Nussle.  Is  that  going  to  be  your  proposal? 

Secretary  EsPY.  That  would  be  my  idea. 

Mr.  Nussle.  Well,  one  thing,  I  appreciate  your  answers  and  your 
comments.  I  knew  asking  them  that  I  wouldn't  get  probably  any 
more  specific  an  answer.  It's  a  difficult  question  to  answer,  obvi- 
ously. And  I  think  you  have  done  a  very  good  job  of  giving  us  some 
new  proposals,  the  crop  insurance  one  in  particular. 

One  thing  I  would  like  to  do,  the  Farm  Bill  Task  Force  from  Iowa 
is  a  group  that  I  helped  organize  and  sponsor.  And  one  of  the 
things  that  we'd  like  to  be  able  to  do  is  have  those  farmers  come 
in  and  brief  you,  give  you  a  presentation,  if  you  will,  on  the  pro- 
posal. I'd  like  to  set  that  up  with  you  and  your  office. 

The  fun  part  about  that  is  that  they  are  real  farmers.  They  are 
real  people  who  have  real  ideas  and  real  solutions  to  real  problems. 
They  are  operating  under  the  credo  that  if  you  always  do  what  you 
always  did  you'll  always  get  what  you  always  got.  And  they're  real 
concerned  about  that.  And  they  want  to  see  us  at  least  explore  the 
ideas  of  going  outside  those  nine  dots. 

Would  you  be  open  to  that  kind  of  a  meeting  that  I  could  host, 
just  to  come  in?  I  realize  your  time  is  valuable,  but  you  and  those 
folks  who  you  believe  would  be  appropriate  to  be  at  such  a  meeting, 
so  we  could  give  you  an  idea  of  what  we're  talking  about. 

Secretary  Espy.  Absolutely. 

Mr.  Nussle.  Thank  you  very  much.  I  appreciate  that. 

Thank  you,  Mr.  Chairman. 
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Mr.  VOLKMER.  The  time  of  the  gentleman  has  expired. 

The  gentleman  from  Minnesota. 

Mr.  MiNGE.  Thank  you,  Mr.  Chairman. 

I  appreciate  the  chance  to  at  last  have  an  opportunity  to  pose  a 
couple  of  questions,  and  I  would  like  to  start  off  with  the  concept 
of  aggregate  measures  of  support,  which  I  understand  are  con- 
tained in  the  agreement,  and  limit  what  the  participating  nations 
can  do  in  terms  of  future  agricultural  programs  and  possibly  the 
flexibility  that  we  may  have  to  design  agricultural  policy  in  this 
country.  Now,  we  face  this  with  the  1995  farm  bill  and  we  will  face 
it  with  farm  bills  in  years  to  come. 

And  really,  the  question  that  I  have  is  to  what  extent  does 
GATT,  if  approved,  restrict  our  flexibility  in  designing  farm  pro- 
grams in  the  out  years,  and  let  me  just  use  a  few  examples  of 
things  that  are  currently  on  the  books,  and  you  can  either  take 
those  or  others  that  may  come  to  mind.  We  have  loan  rates  that 
are  in  effect  for  farm  commodities.  Corn,  for  example,  the  loan  rate 
just  went  up  to,  I  think,  $1.79  a  bushel. 

If  we  were  to  increase  that  significantly,  would  that  violate  the 
agreement?  What  would  happen  if  we  combined  that  with  the  acre- 
age reduction  program  and  increasing  the  number  of  acres  that 
could  be  enrolled,  it's  called  ARP?  There  are  a  variety  of  programs, 
flex  acres  and  so  on  that  I  could  mention.  But  could  you  just  briefly 
discuss  that  concept. 

Ambassador  Kantor.  Let  me  start  out,  and  if  the  Secretary 
wants  to,  obviously,  jump  in.  First  of  all,  you're  talking  about  inter- 
nal supports.  That  was  part  of  the  original  Dunkel  draft  and  re- 
mained. It's  a  20  percent  cut,  as  you  know,  over  those  supports. 
But  it's  a  trade  distorting  program.  And  that's  where  both  the  chal- 
lenge and  the  opportunity  come  in,  as  you  correctly  point  out. 

First  of  all,  acreage  programs  generally  are  not  trade  distorting, 
generally  speaking.  The  program  you  mentioned  is  not  trade  dis- 
torting, therefore  would  not  come  under  it.  Second,  since  they  used 
a  1986  to  1988  base  year  and  if  someone  corrects  me,  fine,  I  think 
I'm  correct  about  that,  and  we  had  the  two  farm  bills  that  came 
within  that  period  of  time,  as  you  know,  we  won't  have  to  reduce 
our  programs  at  £ill.  We've  already  made  the  reductions  that  we've 
made. 

So  we  have  two  protections.  One,  it  has  to  be  trade  distorting 
and  two,  we  have  made  a  significant  reduction,  therefore  the  20 
percent  does  not  apply  to  the  United  States. 

Mr.  MiNGE.  Right,  but  I  think  in  making  those  comments,  you're 
addressing  the  existing  levels  of  farm  programs  that  we  have  in 
place.  And  I'm  thinking  about  our  flexibility  into  the  future,  if  we 
were  to  make  some  change  in  the  program,  increase  the  level  of 
support  or  something  else. 

Ambassador  Kantor.  Yes.  Well,  let  me  just  say,  trade  distorting 
is  the  key  phrase.  If  it's  not  trade  distorting,  then  it's  not  going  to 
violate  the  GATT  rules  in  this  connection.  I  think  it  would  be  un- 
fortunate if  I  began  to  talk  about  farm  programs  in  the  future.  I'm 
barely  able  to  handle  what  I  can  handle,  much  less  get  into  Sec- 
retary Espy's  business.  But  I  think  that  is  the  key  phrase  that  we 
have  to  look  at  as  we  go  forward. 
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Mr.  MiNGE.  And  who  makes  the  decision  as  to  whether  they  are 
trade  distorting  or  not? 

Ambassador  Kantor.  Well  in  some  ways,  the  first  decision  is 
made  by  the  U.S.  Government  in  what  we  do.  Second,  of  course, 
they  could  be  challenged  under  the  World  Trade  Organization  dis- 
pute settlement  mechanism,  and  there  would  be  some  ruling. 

Mr.  MiNGE.  And  that  would  be  the  dispute  mechanism  that  you 
expressed  earlier  in  your  presentation? 

Ambassador  Kantor.  Exactly. 

Mr.  MiNGE.  Secretary  Espy. 

Secretary  EsPY.  You  asked  a  good  question.  We  are  discussing 
that  as  I  speak  here.  When  it  comes  to  the  obvious,  the  export  sub- 
sidy-type programs  that  we  could  consider  increasing  in  the  out 
years,  of  course  we  would  have  to  be  subject  to  the  GATT  reduction 
disciplines. 

When  it  comes  to  a  myriad  of  programs  like  CRP,  WRP,  various 
setasides,  acre  reduction  programs,  these  are  not  subject  to  reduc- 
tion disciplines.  They  are  not  trade  distorting  and  they  are  allow- 
able, they  are  appropriate  and  we  don't  have  to  consider  any 
change  subject  to  whatever  the  multilateral  WTO  wants  us  to  do. 

Now,  when  it  comes  to  internal  subsidies,  this  is  the  area  where 
questions  could  arise.  For  instance,  under  the  internal  support  dis- 
ciplines internal  subsidies  would  be  reduced  by  20  percent.  As  I 
have  said  in  my  testimony,  the  deficiency  payment  system  is  ex- 
empt from  these  reductions. 

Mr.  MiNGE.  Right.  I  understand  that.  I'm  thinking  in  the  out 
years,  if  there  was  a  political  climate  and  a  budget  situation  that 
justified  an  increase  and  also  the  market  conditions  supported  the 
increase,  is  this  something  we  would  have  the  flexibility  to  do,  put- 
ting to  one  side  simply  a  continuation  of  what  we  have  in  the  books 
now? 

Ambassador  Kantor.  We  do  have  some  flexibility.  We  have  re- 
duced the  1985  and  1990  farm  bills  so  much  that  we  can  in  effect 
fill  up  the  gap.  We  are  50  percent  below  where  we  would  have  had 
to  go  under  the  new  rules  of  the  World  Trade  Organization.  So 
therefore,  we  do  have  some  flexibility,  even  with  what  would  be 
considered  trade-distorting  practices,  or  acts. 

There's  flexibility  in  that,  and  flexibility,  of  course,  in  nontrade- 
distorting  programs. 

Mr.  MiNGE.  Well,  maybe  a  better  way  to  put  the  question,  then, 
is  what  limits  exist  on  the  expansion  of  the  current  farm  programs 
that  we  have? 

Ambassador  Kantor.  At  risk  of  being — I'm  not  going  to  be  flip 
with  this,  but  some,  not  as  many  as  others.  We  can  fill  up  the  gap. 
We  can  institute  new  trade-distorting  programs  or  increase  other 
existing  trade-distorting  programs.  We're  probably  less  affected 
than  any  of  our  competitors  in  this  regard  because  of  the  1985  and 
1990  farm  bills. 

Mr.  MiNGE.  Secretary  Espy,  if  we  were  to  hammer  on  you  relent- 
lessly, and  you  would  say,  well,  all  right,  I'll  increase  the  loan  rate 
on  corn  to  $2.36  a  bushel,  subject  to  Mickey  Kantor's  telling  me  I'm 
not  violating  what  we're  doing  with  GATT,  do  you  feel  you  could 
do  that?  Would  that  become  a  trade-distorting  act? 
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Secretary  EsPY.  In  all  honesty,  I  think  the  biggest,  the  greatest 
barrier  to  overcome  are  the  barriers  relating  to  our  own  domestic 
budget.  In  order  to  take  the  corn  loan  rate  to  the  level  you  suggest, 
I  would  have  to  obviously  go  through  0MB  and  engage  in  a  discus- 
sion as  to  the  outlay  impact  on  an  increase  for  loan  rates  to  that 
extent. 

I  don't  think  the  GATT  would  come  into  play  at  all,  frankly. 

Mr.  MiNGE.  Thank  you. 

Mr.  VOLKMER.  The  gentleman  from  Michigan. 

Mr.  Smith  of  Michigan.  Mr.  Chairman,  thank  you.  Mr.  Secretary 
and  Mr.  Ambassador,  also  my  accolades. 

I'll  try  to  say  this  the  best  way  I  can.  Right  now  this  country  is 
very  vulnerable  in  terms  of  where  we  end  up  on  future  budgets, 
greater  expansion  of  the  deficit.  Right  now,  for  example,  if  inflation 
started  coming  in  and  we  had  a  1-percent  increase  in  the  interest 
rates  on  the  budget  resolution  that  we  passed  last  week,  it  would 
add,  it  would  mean  that  we're  going  to  have  to  go  out  and  borrow 
an  additional  $144  billion,  to  add  $144  billion  to  our  deficit. 

If  the  growth  of  our  economy  is  1  percent  less  than  we  predicted, 
it  would  add  another  $400  odd  billion  to  the  deficit,  to  the  amount 
we  would  have  to  borrow.  I'm  nervous  about  trade  distortion  that 
might  go  the  other  direction.  I'm  nervous  about  the  fact  that  we 
have  very  low  carryovers  of  feed  grain.  Some  bad  weather  this 
spring  could  tremendously  up  the  prices  on  those  commodities  re- 
sulting in  that  kind  of  extra  pressure,  food  price  pressure,  for  infla- 
tion. I  see  an  administration  that  might  be  on  the  verge  of  despera- 
tion in  terms  of  trying  to  make  sure  those  food  prices  stay  down. 

So  what  I  am  concerned  about,  and  would  like  your  reaction  to, 
is  the  possibility  of  picking  on,  or  saying  to  Japan,  look,  you  are 
not  providing  a  fair  level  enough  playing  field  on  trade,  therefore, 
immediately  what's  going  to  happen  is  what  happened  when  we  al- 
ready said  that,  is  commodity  prices  go  down.  When  we  say  to 
China,  look,  we're  not  sure  that  your  human  rights  policies  are 
good  enough,  we  might  cut  off  our  agricultural  trade,  that  might 
go  down. 

The  other  things  that  the  administration  can  do  to  keep  food 
prices  down  to  protect  themselves  against  inflation  is  encouraging 
commodities  coming  in  from  other  countries  greater  than  they  oth- 
erwise might.  All  of  this,  I  assume,  falls  outside  of  the  GATT  nego- 
tiations. 

So  whether  we're  talking  about  EEP  or  whether  we're  talking 
about  fabricated  ways  that  we  might  keep  commodity  prices  down, 
which  might  be  good  for  the  overall  inflation  and  consumers,  it 
would  be  bad  for  the  producers.  If  both  of  you  might  react  to  that. 

Ambassador  Kantor.  I'll  react.  First  of  all,  I  think  that  what  was 
done  in  the  Uruguay  Round,  which  was  a  high  priority  of  the  Presi- 
dent, one  of  the  highest  we  had  coming  into  office,  was  to  reengage 
the  Uruguay  Round  and  to  finish  it,  fits  perfectly  into  what  this  ad- 
ministration is  trying  to  do.  This  administration  is  disciplined  in 
trying  to  hold  down  expenditures,  to  reduce  the  budget  deficit,  to 
keep  long-term  interest  rates  low,  to  increase  the  flow  of  private 
capital  as  a  result  into  private  business  to  grow  jobs. 

It  should  not  escape,  I  know  it's  not  escaped  your  notice.  We  cre- 
ated 2  million  new  jobs  in  private  industry  in   1993,  more  than 
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were  created   in  the  previous   4  years  combined.   That's  critical. 
We've  got  to  keep  doing  that  on  a  bipartisan  basis. 

Second,  we've  got  to  make  sure  we  remain  competitive  and  pro- 
ductive not  only  in  agriculture  but  throughout  our  economy.  We 
need  a  health  reform  bill  to  make  sure  we  can  compete  overseas, 
because  that  affects  our  ability  to  be  productive  and 

Mr.  Smith  of  Michigan.  Well,  if  I  can  interrupt,  what's  kept  agri- 
culture sort  of  lean  and  mean  is  those  low  commodity  prices.  We've 
seen  a  tremendous  out-migration  from  agriculture  simply  because 
they  couldn't  get  by  and  raise  their  kids.  So  the  competition  isn't 
necessarily  the  total  answer  to  having  a  farmer  get  back  a  reason- 
able return  on  his  investments. 

Ambassador  Kantor.  Well,  the  Uruguay  Round — as  we  are  com- 
petitive and  productive,  we  need  to  open  markets,  because  if  you 
have  a  mature  economy,  as  we  do,  your  population  is  not  growing 
as  fast  as  your  rate  of  productivity.  Therefore,  you've  got  to  open, 
as  you  know  so  well,  markets  abroad. 

That's  what  is  so  important  about  NAFTA  and  the  Uruguay 
Round.  By  creating  new  and  bigger  markets  for  our  products,  as  I 
think  Secretary  Espy  said  in  his  opening  statement,  what  we're 
doing  is  enabling  our  farmers,  our  agricultural  community,  to  grow, 
to  gain  more  income  as  is  shown  by  the  charts  that  Secretary  Espy 
was  talking  about. 

And  if  we  do  that,  what  we  do  is  reduce  the  need  to  increase  our 
budget  expenditures.  We  employ  more  people,  reduce  unemploy- 
ment in  the  country.  We  make  sure  we  keep  interest  rates  low. 
That's  to  all  of  our  benefit. 

Mr.  Smith  of  Michigan.  The  ball  I  was  throwing  out  there  that 
I  want  us  to  keep  our  eye  on  is  the  danger  of  embargoes,  the  dan- 
ger of  having  the  effect  of  an  embargo  by  simply  saying  that  look, 
we're  concerned  about  human  rights  in  China,  we're  going  to  re- 
duce our  ag  trade,  we're  concerned  about  Japan  or  any  other  coun- 
try for  some  reason.  So  we  encourage  imports,  we  discourage  ex- 
ports. 

Ambassador  Kantor.  Oh,  yes.  We're  about  opening  markets,  not 
closing  them. 

Mr.  Smith  of  Michigan.  Mr.  Secretary. 

Secretary  EsPY.  Yes,  I  understand  the  context  of  the  question, 
and  I  can  appreciate  it. 

As  the  Ambassador  said,  we  are  about  aggressive  exporting  be- 
cause of  our  great  ability  in  this  country  to  be  productive.  Regu- 
larly supply  outstrips  demand  and  we  have  to  have  a  market  to  ex- 
port to.  If  farm  income  is  our  goal,  and  it  is  our  goal,  very  quickly 
and  generally,  you  can  secure  that  by  aggressive  action  in  three 
categories. 

The  first,  and  obvious  one,  the  North  American  Free-Trade 
Agreement,  the  GATT  that  we're  discussing  here  this  morning, 
making  sure  that  we  can  get  other  countries  to  reduce  their  tariff 
and  nontariff  barriers,  get  rid  of  some  of  these  silly  and  arbitrary 
sanitary  and  phytosanitary  barriers  and  move  to  a  different  level 
of  sound  science.  And  that's  what  we're  doing. 

Second,  making  sure  we  can  also  increase  demand  by  securing 
new  markets  for  crops,  even  in  the  area  of  nonfood  uses.  And  in- 
stantly what  comes  to  mind  is  the  ethanol  issue  and  the  biofuels 
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issue  and  soybean  ink  to  make  sure  that  there  is  a  market  outlet 
for  these  crops,  even  if  it's  not  a  food  outlet.  And  we  are  doing  that 
as  well. 

And  the  third  is,  and  it  may  be  controversial,  is  our  ability  with- 
in the  context  of  the  farm  bill  to  manipulate  and  jigger,  if  you  will, 
items  like  loan  rates.  Because  that  will  put  cash,  immediate  cash, 
into  the  farmer's  pockets.  And  we  did  that. 

So  we  believe  in  increasing  farm  income,  and  we  have  assidu- 
ously and  aggressively  dedicated  ourselves  to  each  of  the  three, 
which  can  be  done  all  in  harmony. 

Mr.  VOLKMER.  The  time  of  the  gentleman  has  expired.  I  under- 
stand the  Ambassador  is  going  to  have  to  leave  us  in  a  few  min- 
utes. Are  there  any  members  who  haven't  had  any  questions  yet 
that  have  a  particular  question  they  would  like  to  ask  the  Ambas- 
sador, not  the  Secretary,  because  the  Secretary  will  stay.  Only 
questions  of  the  Ambassador. 

Ambassador  Kantor.  Excuse  me,  Mr.  Chairman,  I  appreciate 
that.  I  can  stay  for  another  10  or  15  minutes. 

Mr.  VOLKMER.  Can  you  make  15  minutes? 

Ambassador  Kantor.  Yes,  sir.  I  rarely  have  this  opportunity 
with  this  committee. 

Mr.  VOLKMER.  Fine,  then  we  will  go  right  now  to  the  gentleman 
from  Colorado. 

Mr.  Allard.  Thank  you,  Mr.  Chairman.  I  would  like  to  put  to- 
gether some  of  your  thinking  on  your  negotiations  as  far  as  the 
EEP  program  was  concerned.  Recently,  President  Yeltsin  said  that 
they  weren't  going  to  import  grain  into  Russia.  Now,  if  we  don't 
give  most  favored  nation  status  to  China,  which  is  another  huge 
market  for  wheat  in  the  United  States,  isn't  that  a  pretty  heavy 
hit  on  just  one  commodity? 

Ambassador  Kantor.  Well,  one,  you'd  have  to 

Mr.  Allard.  You  see  what  I'm  saying,  we  have  these  big,  major 
markets  there,  and  then  you've  gone  back  and  hit  them  again  on 
the  EEP,  which  is  supposed  to  be  there  to  neutralize  unfair  trade 
practices. 

Ambassador  Kantor.  I  understand.  There  is  no  indication,  one, 
of  what  we'll  do  on  MEN,  and  I  know  you  understand  that.  There 
are  seven  different  criteria  that  need  to  be  met,  two  are  mandatory 
under  the  President's  Executive  order,  and  we'll  see  what  happens 
later  this  year. 

Two,  the  fact  is  that  we  don't  know  how  China  will  react.  As  you 
know,  we  have  been  very  aggressive  in  trying  to  get  agricultural 
products  into  China  as  a  result  of  the  1992  MOU  negotiated  under 
the  prior  administration,  for  which  I  give  them  great  credit.  It  has 
worked  very  well  in  the  industrial  products  area,  not  as  well  as  we 
would  have  liked  in  the  agricultural  area,  but  we  are  working  with 
the  Chinese  trade  officials  to  try  to  get  rid  of  those  barriers  and 
open  up  those  markets  even  wider. 

Obviously,  we  are  about  opening  markets,  as  we  were  just  dis- 
cussing. We  are  going  to  be  as  aggressive  as  humanly  possible  to 
not  only  open  markets  in  China  and  in  Asia,  which  are  the  fastest- 
growing  economies  in  the  world,  but  also  in  Latin  America,  which 
of  course  is  the  second  fastest  growing  economy  in  the  world. 
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Mr.  Allard.  So  you  see  your  role  as  pushing  for  most  favored  na- 
tion status  with  China  and  those  markets? 

Ambassador  Kantor.  I  see  my  role  as  representing  the  President 
of  this  administration  in  making  sure  that  his  policies  are  carried 
out. 

Mr.  Allard.  But  he's  made  comments  in  the  media  that  threaten 
the  most  favored  nation  status  of  China. 

Ambassador  Kantor.  I  think  all  the  President  said  was  he  fully 
expects  the  Chinese  to  adhere  to  the  criteria  that  were  laid  out  in 
the  Executive  order  in  June  1993,  which  set  out  seven  different  cri- 
teria which  I  know  you're  fully  aware  of,  two  of  which  were  manda- 
tory. And  we  have  not  come  to  any  conclusion  about  MFN  status 
for  China  because  we  are  not  there  yet. 

Mr.  Allard.  But  I  think  you  can  see  my  point.  We  have  at  best 
a  very  tenuous  situation  with  China.  We  have  a  President  in  Rus- 
sia who  said  we're  not  going  to  import  grains,  and  then  we've  taken 
a  commodity  which  relies  on  both  Russia  and  China  for  a  major 
part  of  their  trade,  and  that's  where  I  think  most  people  in  this 
country  at  least  see  most  of  their  markets  potentially  developing, 
if  the  political  climate  is  right.  And  then  we  slap  some  provisions 
on  EEP,  and  I  just,  I  know  these  things  change  around  a  lot,  but 
I  just  raise  that  issue  as  a  concern. 

Ambassador  Kantor.  Thank  you. 

Mr.  VOLKMER.  The  gentleman  from  Ohio. 

Mr.  BOEHNER.  Thank  you,  Mr.  Chairman.  Secretary  Espy  and 
Ambassador  Kantor,  I  want  to  welcome  you  and  congratulate  you 
for  the  job  that  you've  done  on  GATT  and  thank  you  for  your  help 
and  the  work  that  you  did  on  NAFTA,  certainly. 

I'm  one  Member  who  continues  to  believe  that  our  efforts  to  open 
up  trade  around  the  world  is  beneficial,  certainly  to  America,  but 
certainly  beneficial  to  our  trading  partners  around  the  world.  So  I 
as  one  Member  on  the  other  side  of  the  aisle  believe  strongly  in  the 
efforts  that  you've  made. 

A  couple  of  things,  though.  First,  there  are  a  couple  of  organiza- 
tions that  are  spreading  information  around  not  unlike  NAFTA 
with  regard  to,  well,  the  one  is  the  World  Trade  Organization.  It 
appears  that  they  may  be  trying  to  undermine  State  laws.  There 
is  some  information  to  that  effect  being  put  out  by,  oh,  I  don't  know 
that  their  name  is  important.  But  is  there  anything  in  this  agree- 
ment that  you're  aware  of  that  would  preempt  States'  abilities  to 
regulate  pesticide,  as  an  example? 

Ambassador  Kantor.  Absolutely  not. 

Mr.  BOEHNER.  Second,  inasmuch  as  you've  spent  a  great  deal  of 
time  working  on  reducing  trade  barriers  in  this  agreement,  I'm  try- 
ing to  understand  how  you  justify  in  this  agreement  putting  in  a 
previously  nonexistent  barrier  on  peanuts,  but  now  in  this  agree- 
ment we've  got  a  trade  barrier,  not  on  peanuts  but  on  peanut  but- 
ter. Why?  Where  did  this  come  from? 

Secretary  EsPY.  Do  you  mean  the  section  22  barrier?  I'm  not  sure 
of  the  barrier  you're  mentioning  there. 

Mr.  BOEHNER.  Well,  the  section  22  barrier  was  part  of  the  Rec- 
onciliation Act  last  year. 

Secretary  EsPY.  I  understand. 
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Mr.  BOEHNER.  But  in  this  GATT  agreement,  it  appears  that 
we're  putting  in  additional  barriers  for  the  importation  of  peanut 
butter. 

Secretary  ESPY.  Well,  the  barrier  we're  putting  in  is  the  TRQ.  We 
will  no  longer  be  able  to  use  the  section  22  mechanism,  after  Uru- 
guay Round  implementation  begins,  so  we're  going  to  tariffy  pea- 
nuts, and  by  doing  so,  you  establish  a  tariff-rate  quota  for  shelled 
peanuts  and  establishing  a  TRQ  for  peanut  butter.  And  we  wanted 
to  place  it  at  a  level  initially  that  would  afford  peanuts  the  same 
level  of  protection,  and  I'll  use  that  word,  yes  it  is,  that  it  enjoyed 
under  section  22.  So  we  have  a  low  duty  that's  in-quota  for  peanuts 
and  for  peanut  butter. 

But  above  that  duty,  any  other  peanut  imports  would  be  subject 
to  a  much  higher  tariff.  We  felt  this  was  necessary  as  we  convert 
from  the  present  system  to  one  that  is  of  a  more  free  trade  ori- 
entated. These  commodities  and  these  industries  have  to  have  time 
to  convert  and  that's  what  we're  doing.  We're  shielding  them  dur- 
ing the  transition  period. 

Mr.  BOEHNER.  Mr.  Secretary,  of  the  quota  of  peanuts  that  are  al- 
lowed to  come  into  the  country,  I'm  trying  to  understand  why  Ar- 
gentina, as  an  example,  has  a  large  percentage  of  the  quota  of  pea- 
nuts that  are  allowed  to  come  into  the  country. 

Secretary  EsPY.  Well,  in  order  to  reach  this  agreement,  we  had 
to  sit  down,  not  just  on  a  multilateral  basis,  but  on  a  bilateral 
basis.  The  staff  members  of  USTR  and  USDA  literally  sat  down 
with  negotiators  from  116  countries,  over  a  period  of  several  years. 
And  it  became  more  intense,  literally,  day  and  night,  of  course, 
during  the  last  few  months,  right  before  the  December  15  deadline. 

And  so  this  quota  amount  was  as  a  result  of  a  bilateral  negotia- 
tion with  Argentina. 

Mr.  BoEHNER.  Thank  you,  Mr.  Chairman. 

Mr.  VOLKMER.  I  want  to  apologize  to  the  gentleman  from  Arkan- 
sas. I  thought  he  had  already  had  an  opportunity  to  ask  questions, 
and  I  have  been  corrected  on  that.  So  the  gentleman  from  Arkan- 
sas. 

Mr.  Dickey.  Thank  you,  Mr.  Chairman.  I'm  used  to  being  over- 
looked. 

I  want  to  tell  you  both  that  not  only  do  I  respect  you  individually 
and  what  you're  doing,  but  I  like  you.  I  think  you're  doing  a  great 
job.  I  think  other  than  keeping  you  at  these  hearings  for  long  peri- 
ods of  time,  I  would  like  to  ask  this  question.  What  would  you  all 
want  us  to  do  in  Congress  to  help  you? 

Ambassador  Kantor.  We  don't  have  enough  time  for  me  to  an- 
swer that  question,  Mr.  Dickey.  [Laughter.] 

First  of  all,  thank  you  for  your  very  kind  remarks.  As  a  former 
resident  and  hopefully  an  honorary  citizen  of  your  great  State,  our 
great  State,  I  have  enjoyed  our  relationship  and  your  support.  We 
appreciate  that. 

Second,  there  are  a  number  of  things  we  can  do,  but  the  first 
thing  we  need  to  do  is  ratify  this  Uruguay  Round.  It  fits  into  a  bi- 
partisan approach  to  growing  this  economy  in  a  way  that  is  helpful 
to  everyone  in  this  country.  It  is  not  only  cost  free,  it  adds  money 
to  our  Federal  budget,  it  is  a  positive  way  to  add  employment,  to 
grow  our  businesses,  to  make  us  more  competitive,  to  compete  in 
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a  new  global  economy.  And  I  know  we  can  enjoy  the  support  of  this 
committee  and  this  Congress  as  we  go  forward.  This  is  truly  a  bi- 
partisan effort. 

Remember,  this  agreement  did  not  just  pop  up  on  January  21, 
1993.  This  was  a  result  of  the  hard  work  of  three  administrations, 
two  Republican  and  one  Democrat.  There  is  a  disease  in  this  town, 
I've  found,  that  everyone  believes  that  whatever  they  discover  or  do 
happened  when  they  arrive.  That  is  just  not  true. 

So  three  Trade  Representatives,  at  least  three  Secretaries  of  Ag- 
riculture, I  don't  know  how  many  there  were  during  that  period, 
and  three  Presidents  worked  on  this.  It  is  truly,  a  congressional  ap- 
proach and  the  approach  of  the  administrations,  a  bipartisan  effort, 
deserves  support,  deserves  the  support  not  only  of  this  Congress 
but  from  the  American  people  as  well. 

Secretary  Espy.  Jay,  that's  a  toss-up  question  if  I  ever  heard  one, 
and  I  will  resist  the  urge  to  speak  at  length  except  to  say  that 
those  farmers  in  Stuttgart,  Arkansas,  that  I  visited  are  delirious 
when  they've  seen  what  has  happened  already.  And  we  have  a  sub- 
stantial opportunity  to  participate  in  Pacific  Rim  markets  for  rice, 
Japan  most  notably.  And  the  300,000  tons  that  we've  already 
shipped  to  them,  some  of  that  has  come  from  Arkansas.  And  the 
producers  have  seen  rice  prices  increase  because  of  that.  They 
know  that  if  this  GATT  is  passed,  that  it  will  be  a  permanent  open- 
ing. 

Mr.  Dickey.  But  you  see,  Mr.  Secretary,  that's  the  reason,  see, 
you're  doing  so  much  for  us  and  we're  not  doing  enough  in  re- 
sponse, I  don't  think,  as  Representatives.  That's  what  I'm  asking. 
What  can  we  do  to  help  you? 

Secretary  ESPY.  Well,  you  can  first  of  all  vote  for  this  and  vote 
it  in. 

Mr.  Dickey.  All  right. 

Secretary  EsPY.  Second,  spread  the  message.  Spread  the  message 
to  some  of  those  groups  that  did  not  hold  a  similar  view  on  the 
North  American  Free-Trade  Agreement,  that  this,  in  that  vein,  is 
about  116  times  as  good. 

Mr.  Dickey.  Yes,  sir. 

Secretary  EsPY.  And  it's  all  about  expanding  opportunities,  im- 
proving farm  prices,  and  actually  reducing  Government  outlays. 
Because  for  every  increase  in  farm  prices,  principally  the  corn  price 
in  NAFTA,  we've  seen  reductions  in  farm  program  outlays,  and 
that's  good  for  all  of  us.  So  just  generally  speaking,  just  spread  the 
message  and  vote  it  in. 

Mr.  Dickey.  I  want  to  thank  you  again,  both  of  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Volkmer.  I  have  a  few  questions,  I  know  the  gentleman 
from  Minnesota  has  a  few  questions,  then  we  will  wind  this  up,  un- 
less somebody  else  over  here  has  any  additional  questions. 

Before  I  start  with  questioning,  I  will  make  a  little  statement. 
Mr.  Secretary,  during  your  conversation  with  the  first  gentleman 
from  Minnesota,  you  used  a  phrase  that  I  used  to  use,  and  a 
phrase  that  I've  corrected  on,  you  used  the  phrase  "GATT-illegal." 
I've  been  corrected  that  that  is  an  incorrect  discussion  of  matters 
that  may  be  in  violation  of  GATT.  So  I  would  appreciate  it  if  we 
would  agree  that  there  is  no  such  thing  right  now  as  GATT-illegal. 
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Secretary  EsPY.  Contemplatively  GATT-illegal.  Prospectively 
GATT-illegal. 

Mr.  VOLKMER.  Well,  all  right,  or  possible  violation  of  GATT. 

Secretary  ESPY.  Yes,  sir,  whatever,  Mr.  Chairman. 

Mr.  VOLKMER.  I  would  appreciate  that. 

The  second  thing,  I  would  like  to  have  a  comment  on.  You  men- 
tioned Washington  apples  to  Japan.  We're  actually  going  to  be  able 
to  sell  Washington  apples  to  Japan,  and  if  so,  how  many?  How 
many  bushels?  How  many  apples?  I  mean,  we're  selling  rice,  but 
when  you  look  at  the  total  rice  market  in  Japan  and  we're  sell- 
ing  

Secretary  EsPY.  Here  again,  Mr.  Chairman,  USTR  and  USDA, 
we  have  worked  together  on  this.  We  have  had  a  ban  on  tree  fruit, 
most  tree  fruits,  principally  apples,  from  principally  Washington 
State  into  Japan  because  of  their  sanitary  or  phytosanitary  objec- 
tions. 

Mr.  VOLKMER.  Mr.  Secretary,  you  don't  have  to  give  me — I  know 
the  story  about  the  Washington  apples,  even  though  I'm  from  Mis- 
souri. 

Secretary  EsPY.  Yes,  sir. 

Mr.  VOLKMER.  And  I  know  for  20  years,  they've  been  trying  to, 
and  they  get  to  it,  and  they  didn't  get  to  it.  And  I'm  just  asking 
a  simple  question 

Secretary  Espy.  This  year. 

Mr.  VoLKMER.  Whether  we're  finally  going  to  be  able  to  sell  some 
Washington  apples  to  Japan  and  I  would  like  to  know  how  many 
bushels? 

Secretary  Espy.  Gosh,  let  me  turn  and  ask.  I  don't  think  we 
know  that  answer.  But  when  I  went  to  Tokyo,  the  consuming  com- 
munity there  is  in  an  uproar  because  the  indigenous  apple  costs 
about  $6.50  and  they  don't  want  to  pay  that  amount.  So  they  are 
looking  to  buy  apples  of  an  equal  quality  for  a  reduced  price.  So 
let  me  see  if  we  have  more  specific  information. 

Ambassador  Kantor.  The  potential,  as  you  know,  has  been  15 
years  in  the  making.  The  Japanese  have  opened  up  their  market. 
This  is  an  estimate  by  the  Washington  apple  growers,  it  will  mean 
$50  million  to  $80  million  in  potential  market  for  them. 

Mr.  VOLKMER.  Well,  that's  very  good,  because  there  is  no  ques- 
tion in  my  mind  that  the  people  in  Japan,  the  consumers  in  Japan 
would  benefit  greatly  by  our  apples.  The  same  way  with  rice.  The 
housewives  in  Japan  would  benefit  greatly  if  we  could  just  not  have 
that  limit.  Let's  say  we  took  that  limit  off.  I'll  put  maybe  1  million 
metric  tons 

Secretary  EsPY.  And  so  would  the  men,  Mr.  Chairman.  [Laugh- 
ter.] 

Mr.  VoLKMER.  That  would  be  great. 

Let's  go  to  Europe  for  a  minute.  Now  that  we  have  the  sanitary 
and  ph3rtosanitary  standards  corrected  and  everything,  now  we're 
going  to  sell  beef  with  our  growth  hormone  to  Europe.  Is  that  cor- 
rect? 

Ambassador  Kantor.  We  have  tried  to  work  that  problem  out. 
As  you  know,  our  beef  sales  have  increased  to  Europe.  That  prob- 
lem has  been  ongoing.  We  believe  that  their 
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Mr.  VOLKMER.  Scientific  basis,  Mr.  Ambassador,  there  is  no  sci- 
entific basis  for  excluding  American  beef  from  Europe.  Now,  if 
we're  so  high  on  our  sanitary  and  phytosanitary  standards,  come 
on,  Europe,  let's  go,  because  it's  all  political. 

Ambassador  Kantor.  I  agree  with  you. 

Mr.  VoLKMER.  Now,  what  do  we  do  about  it? 

Ambassador  Kantor.  Well,  we  have  under  our  dispute  settle- 
ment mechanism,  which  I  discussed  with  Ms.  Long,  we  have  every 
right  when  the  WTO  comes  into  effect  to  go  to  that  and  use  that 
effective  mechanism  to  open  up  that  European  market  if  they  fail 
to  do  so. 

Mr.  Volkmer.  And  I  hope  we  have  more  luck  with  it  in  the  fu- 
ture under  GATT  than  we've  had  under  the  old  GATT  with  Europe, 
like  on  the  soybeans.  They  were  found  twice  in  violation  and  they 
went  ahead,  with  their  subsidies.  So  you  see,  when  I  look  at  the 
new  one,  I  still  think  about  what's  happening  under  the  old,  and 
I  don't  necessarily  see  that  much  difference  coming  about.  Let's 
hope  that  it  does.  But  I  also  feel  that  some  of  these  countries  can 
stonewall. 

The  last  comment  I  have  to  make  goes  back  to  dairy.  Mike,  I'm 
sorry,  I  still  have  to  disagree  with  you.  I  have  to  agree  with  my 
ranking  minority  member  from  Wisconsin  that  even  though  we're 
going  to  see  areas  open  up  their  trade  for  dairy,  we  in  the  United 
States  are  not  going  to  benefit  a  great  deal  from  that  trade.  The 
biggest  benefit  is  going  to  go  to  Australia  and  New  Zealand,  not  to 
us. 

And  as  I  have  to  agree,  and  that  comes  right  here  from  your  own 
USDA.  This  is  from  the  circular  series  FD194,  March  of  1994,  De- 
partment of  Agriculture  Service,  USDA,  just  put  out.  And  there  is 
no  question  about  that,  in  my  mind.  And  we're  going  to  reduce  our 
exports,  we're  not  going  to  increase  our  exports,  total,  in  dairy.  Be- 
cause we're  not  going  to  be  able  to  finance  the  increase  under 
DEIP. 

So  how  are  we  going  to  increase  it?  Maybe  Mr.  Ambassador  could 
tell  me. 

Ambassador  Kantor.  I'm  not  as  versed  as  you  or  the  Secretary, 
or  maybe  anyone  else  in  this  room,  but  I  do  have  a  sense  of  two 
things.  One,  aside  from  New  Zealand,  we're  the  most  competitive 
country  in  the  world  in  terms  of  dairy  production.  Two,  because 
New  Zealand  is  small  and  can't  supply,  obviously,  the  demand, 
we're  going  to  do  very  well. 

Three,  when  you  reduce  world  subsidies  and  you're  the  most 
competitive,  other  than  a  very  small  country  like  New  Zealand, 
you're  going  to  do  very  well,  and  four,  because  we  have  capped  the 
European  subsidies,  it  will  open  up  markets  that  have  not  been 
open  to  us  before. 

So  I  agree  with  your  sentiment  to  only  a  very  limited  degree.  I 
think  we've  done  very  well  here,  it's  going  to  be  helpful  to  the  dairy 
industry.  I  look  at  some  numbers,  we  have  cut  the  European's  ton- 
nage in  the  dairy  sector,  I  think  it's  from  15  to  25  percent  depend- 
ing on  the  category  in  dairy.  That  is  a  very  good  result  for  us. 

Now,  is  that  everjrthing  you  might  have  wanted?  No,  of  course 
it's  not.  But  we're  so  much  better  off  with  this  agreement  than 
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without  it.  And  this  competitive  industry,  meaning  the  dairy  indus- 
try in  the  United  States,  will  do  very  well. 

Mr.  VOLKMER.  I'm  going  to  again,  Mr.  Ambassador,  have  to  dis- 
agree with  you.  Because  the  European  Community  share  of  the 
dairy  world  market  has  already  declined  in  the  last  couple  of  years. 
In  other  words,  they're  down  to  where  they're  going  to  be  anyway. 
So  we're  not  cutting  them  anything.  We're  giving  them  about  what 
they're  doing. 

Ambassador  Kantor.  That's  not  correct.  In  fact,  there  are  some 
numbers,  and  I'm  sorry  I  don't  have  them  in  front  of  me,  we  could 
supply  them  for  the  record,  or  maybe  they're  right  here. 

Mr.  VOLKMER.  Not  the  1990  and  1991.  Let's  forget  that.  I'm  say- 
ing now,  what  they're  doing  now  as  they're  going  to  be  able  to  do 
under  GATT. 

Ambassador  Kantor.  I  don't  want  to  get  into  the  Secretary's 
orbit  here,  this  is — I'm  not  an  expert  at  this  but  I'm  fairly  confident 
that  they  have  to  reduce  further  from  even  1993  levels. 

Secretary  EsPY.  I  know  it's  difficult  and  probably  not  advisable 
to  get  into  extended  disagreement  at  this  moment,  Mr.  Chairman. 
But  again,  the  comments  you  made  with  regard  to  EC  subsidized 
exports,  the  chart  I  have  suggests  reductions  in  their  ability  to  sup- 
port these  products.  Butter,  butter  oil,  that  will  be  a  41  percent  re- 
duction. 

Mr.  VOLKMER.  Reduction  from  what,  Mike?  Reduction  from 
what? 

Secretary  EsPY.  Reduction  from  the  1991-1992  base  period. 

Mr.  VoLKMER.  Forget  the  base.  Let's  go  to  1993. 

Secretary  EsPY.  Forget  the  base? 

Mr.  VOLICMER.  Let's  go  to  1993.  Let's  do  what  they're  doing  now. 

Secretary  EsPY.  We  have  to  start  somewhere,  Mr.  Chairman. 

Mr.  VoLKMER.  Yes,  but  Mike — no,  no.  Maybe  we  can  discuss  this 
later,  because  you  ought  to  be  going.  But  what  we're  saying  is, 
we're  going  to  be  able  to  export  more  because  Europe  is  going  to 
have  to  cut  down.  My  argument  is  that  Europe  is  not  going  to  have 
to  cut  down  from  where  they  are  right  now,  therefore  where  are 
our  markets  going  to  be? 

Secretary  EsPY.  Well,  we  disagree,  then.  We  believe  they  will 
have  to  cut  down  from  where  they  are  right  now. 

Mr.  VOLKMER.  Ninety-three? 

Secretary  Espy.  Yes,  sir. 

Mr.  VOLKMER.  OK. 

Secretary  Espy.  Absolutely. 

Mr.  VoLKMER.  Send  the  figures  in  writing  later  to  my  office.  I 
would  like  to  see  them. 

Secretary  Espy.  We  can  do  that.  But  there  is  that  "but  for"  argu- 
ment that  the  Ambassador  mentioned.  "But  for"  the  GATT,  there 
will  be  no  discipline.  They  will  be  increasing. 

Mr.  VOLKMER.  I'm  not  arguing  that. 

Secretary  Espy.  Well,  you  can't  dismiss  that. 

Mr.  VOLKMER.  Mike,  it's  not  a  level  playing  field. 

Secretary  EsPY.  I  don't  think  any  of  us  said  it  was  a  level  playing 
field.  It  is  more  of  a  level  playing  field  than  it  has  ever  been  before. 

Mr.  VOLKMER.  All  right. 

The  gentleman  from  Minnesota. 
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Mr.  Peterson.  Thank  you. 

Mr.  Ambassador,  I  have  one  more  question.  Every  time  I  think 
I've  heard  ever3^hing  about  the  Canadian  situation,  something  else 
comes  up.  I  just  came  across  a  press  account  here  that  says  that 
some  folks  over  in  the  other  body  have  determined  that  there  has 
been  a  section  22  in  effect  against  Canada  since  the  1940's,  and 
that  it  was  suspended  in  1974  by  the  International  Trade  Commis- 
sion. 

They  were  asked  for  a  1-year  suspension.  And  then  the  previous 
administrations  have  suspended  it  for  the  last  20  years. 

Are  you  aware  of  this?  Have  you  ever  heard  about  this? 

Ambassador  Kantor.  I'm  not  aware  of  that. 

Mr.  Peterson.  Well,  you're  going  to  a  meeting  this  afternoon  at 
5  o'clock  where  you  are  going  to  be  asked  about  this,  so  maybe  you 
could  check  it  out. 

Ambassador  Kantor.  I  will  look  into  it.  If  it  is,  and  can  be  rein- 
stated, and  it's  already  there,  I  would  be  more  delighted  than  you 
are. 

Mr.  Volkmer.  Excuse  me,  gentleman  from  Minnesota,  can  we  in- 
terrupt just  a  minute?  I  missed  another  one.  I'm  not  doing  a  very 
good  job  as  chairman.  Mr.  Kingston  hasn't  been  able  to  ask  any 
questions  yet.  I  didn't  know  that. 

So  could  I — then  you  can  go  back. 

Mr.  Kingston.  Thank  you,  Mr.  Chairman  and  the  gentleman 
from  Minnesota.  I  just  have  some  concerns  that  the  paper  products 
industry  in  my  part  of  southeast  Georgia  have  raised  to  me,  and 
what  I  would  like  to  do  is  just  give  both  of  you  a  copy  of  their  con- 
cerns, and  if  you  could  respond  to  it  on  a  line  by  line  basis,  I  would 
certainly  appreciate  it. 

Ambassador  Kantor.  Absolutely. 

Mr.  Kingston.  OK. 

Mr.  Volkmer.  The  gentleman  from  Minnesota. 

Mr.  Peterson.  Do  any  of  your  folks  know  about  this? 

Secretary  EsPY.  Yes.  We  have  some  institutional  memory  here. 
I  am  told  that  you  are  correct,  that  this  was  changed  in  1974,  when 
we  ourselves  changed  our  own  internal  program  toward  a  defi- 
ciency payment  section,  so  then  we  suspended  the  section  22.  Be- 
cause we  ourselves  changed  our  internal  support  mechanism. 

Mr.  Peterson.  So  that  means  that  there's  no  chance  that  we 
could  use  this  authority  that's  in  existence,  because  of  that  change? 
Or  is  it  open  to  discussion? 

Secretary  Espy.  No,  sir,  it  doesn't  mean  that  at  all.  There  is  an 
ITC  investigation  underway. 

Mr.  Peterson.  Oh,  we're  back  to  that  again. 

Secretary  EsPY.  There  is  an  opportunity  to  impose  an  emer- 
gency  

Mr.  Peterson.  This  is  not  an  avenue  that  is  probably  going  to 
work. 

Secretary  EsPY.  It's  a  resurrection  of  the  old.  We'll  be  glad  to  ex- 
plore it. 

Mr.  Peterson.  Also,  we  have  a  group  out  in  North  Dakota  that's 
asking,  this  audit  that  was  done,  there  were  three  instances  where 
they  were  in  violation.  Are  you  going  to  make  a  movement  to  pro- 
ceed, or  is  there  any  way  you  can  do  that  if  they  have  actually  sold, 
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have  contracts  that  are  below  acquisition  costs?  Is  that  an  action- 
able item  under  any  of  our  agreements? 

Secretary  Espy,  Well,  the  audit  that  was  done  showed  some  vio- 
lations. But  to  be  fair,  the  audit  also  showed  substantial  compli- 
ance. You  know,  the  question  is,  whether  you  agree  with  the  audit, 
the  fundamental 

Mr.  Peterson.  Well,  I've  got  some  problems  with  the  audit. 

Secretary  Espy.  Yes. 

Mr.  Peterson.  But  the  fact  that  there  were  three  violations,  does 
the  agreement  not  say  that  there  are  not  to  be  any  violations? 

Secretary  EsPY.  We  would  rather  get  to  a  permanent  solution,  we 
really  would.  It's  in  the  interests  of  the  United  States  to  negotiate 
with  Canada  for  what  we  feel  are  access  reductions  on  wheat  of  all 
types.  And  when  you  try  to  move  toward  your  prior  suggestion  of 
resurrecting  something  since  1974,  I'm  really  not  sure  what  that 
gets  us  over  the  long  term,  particularly  if  it's  a  section  22  action 
which  might  not  be  in  compliance  with  the  GATT  regime. 

Mr.  Peterson.  I  understand  where  you're  coming  from,  but  you 
have  to  understand  that  our  folks  are  extremely  frustrated,  and 
we're  just  getting  tremendous  pressure.  They're  ready  to  declare 
war  on  Canada  and  want  these  surplus  Patriot  missiles  up  there 
so  we  can  start.  [Laughter.] 

And  one  other  thing  I  just  found  out  yesterday,  Mr.  Chairman, 
that  under  this  national  highway  system,  Highway  No.  59  that 
goes  all  the  way  across  the  United  States,  all  the  way  up  from 
Texas,  ends  at  Thief  River  Falls,  60  miles  from  the  Canadian  bor- 
der. So  maybe  there's  a  message  in  that.  They  just  stopped  the 
highway.  The  trucks  maybe  won't  be  able  to  come  in  any  more. 
[Laughter.] 

Mr.  VOLKMER.  OK,  thank  you. 

And  my  last  comment,  and  I  want  to  first  thank  Ambassador 
Kantor  and  Secretary  Espy  for  your  patience  in  being  here  with  us 
today.  It's  been  very  informative.  Mike,  the  only  thing,  I  appreciate 
your  answer  to  the  gentlemen  from  Wisconsin  in  regard  to  the 
cheese  licenses.  And  I  personally  would  just  like  to  urge  you  and 
your  staff  just  to  discard  that  idea.  It  really  isn't  a  very  good  idea. 
Let's  just  find  other  ways  to  finance  the  GATT  other  than  cheese 
licenses. 

So  again,  thank  you  very  much,  we  appreciate  it. 

One  other  thing,  I  did  forget  one  thing.  Mr.  Ambassador,  Mr. 
Secretary,  the  chairman  may  have  additional  questions  in  writing, 
since  he  wasn't  able  to  be  here  much.  I  would  appreciate  it  if  you 
would  reply  to  those  as  soon  as  possible  from  the  chairman. 

The  committee  is  adjourned. 

[Whereupon,  at  1  p.m.,  the  committee  was  adjourned,  to  recon- 
vene subject  to  the  call  of  the  Chair.] 

[Material  submitted  for  inclusion  in  the  record  follows:] 
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THE  URUGOAY  ROUND: 
GROWTH  FOR  THE  WORLD,   NEW  OPPORTUNITIES  FOR  U.S.  FARMERS 


Introduction 

Mr.  Chairman,  thank  you  very  much.   It  is  a  pleasure  to  be  here 
today  to  discuss  the  Uruguay  Round  agreement.   This  historic  and 
far-reaching  pact  sets  the  stage  for  a  more  competitive  and 
prosperous  U.S.  economy  as  we  prepare  to  meet  the  challenges  of 
the  21st  century.   I  look  forward  to  working  with  you  this  spring 
as  we  formulate  legislation  that  will  implement  the  Round.  I  hope 
the  Congress  will  agree  with  our  conclusion  that  the  Round  offers 
enormous  potential  for  U.S.  and  global  economic  expansion. 

Mr.  Chairman,  on  December  15,  1993,  117  countries  concluded  a 
major  agreement  to  reduce  barriers  to  world  markets  (in 
agriculture,  manufactured  goods,  and  services)  as  well  as  to 
create  a  fairer,  more  comprehensive,  more  effective,  and  more 
enforceable  trade  rules.   In  order  to  ensure  the  efficient  and 
balanced  implementation  of  the  agreements  reached,  they  also 
provided  for  the  creation  of  a  new  World  Trade  Organization 
(WTO)  . 

The  Uruguay  Round  trade  agreement  is  the  largest,  most 
comprehensive  trade  agreement  in  history.   The  existing  GATT 
system  was  incomplete;  it  was  not  completely  reliable;  and  it  was 
not  serving  U.S.  interests  well.   The  new  agreements  open  up 
major  areas  of  trade  and  provide  a  dispute  settlement  system 
which  will  allow  the  U.S.  to  ensure  that  other  countries  play  by 
the  rules. 

The  successful  conclusion  of  the  Uruguay  Round  negotiations  was 
an  important  part  of  the  President's  strategy  for  strengthening 
the  domestic  economy.   Barely  a  year  ago.  President  Clinton 
entered  office,  faced  with  daunting  challenges  in  his  effort  to 
restore  the  American  Dream. 

The  economy  was  stagnant.   Unemployment  was  high,  and  confidence 
was  down.   In  just  one  year,  we  have  turned  a  corner.   Our 
economy  is  growing  and  millions  of  jobs  have  been  created. 
People  are  getting  back  to  work. 

But  these  are  just  the  first  steps  m  preparing  our  narion  for 
the  21st  century.   The  President  is  addressing  the  long-term 
issues  facing  our  economy. 
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All  of  the  elements  of  the  President's  economic  strategy  — 
reducing  the  deficit,  reforming  education,  the  President's  re- 
employment program,  and  health  care  reform  —  are  geared  towards 
creating  jobs  and  making  our  country  more  prosperous.   All  of  the 
parts  work  in  tandem,  each  reinforcing  the  other. 

An  essential  element  in  this  strategy  is  to  open  and  expand 
foreign  markets.   Expanding  trade  is  critical  to  our  ability  to 
compete  in  the  global  economy  and  create  high-wage  jobs.   That  is 
why  the  President  focused  so  much  attention  in  1993  on  the 
Uruguay  Round,  the  North  American  Free  Trade  Agreement,  the  J'apan 
Framework  and  the  Asia  Pacific  Economic  Cooperation  conference. 

The  U.S.  economy  is  now  an  integral  element  of  the  global 
economy.   Over  a  quarter  of  the  U.S.  economy  is  dependent  on 
trade.   Where  we  once  bought,  sold  and  produced  mostly  at  home, 
we  now  participate  in  the  global  marketplace.   By  expanding  our 
sales  abroad,  we  create  new  jobs  at  home  and  expand  our  economy. 

The  United  States  is  positioned  economically,  culturally  and 
geographically  to  reap  the  benefits  of  the  global  economy. 

Economically,  because  our  farmers  and  workers  are  the  most 
productive  in  the  world,  and  our  economy  is  increasingly  geared 
towards  trade. 

Culturally,  because  of  our  tradition  of  diversity,  freedom  and 
tolerance  will  continue  to  attract  the  best  and  brightest  from 
around  the  world,  ensuring  that  we  will  never  stagnate  as  a 
people. 

Geographically,  because  we  are  at  the  center  of  a  nexus  between 
our  historic  trading  partners  in  Europe  and  Japan,  and  the  new 
dynamic  economies  in  Latin  America  and  Asia. 

Our  trade  policy  is  guided  by  a  simple  credo.   We  want  to  expand 
opportunities  for  the  global  economy,  but  insist  on  a  similar 
responsibility  from  other  countries. 

Trade  is  a  two  way  street.   After  World  War  II,  when  the  American 
economy  dominated  the  world,  we  opened  ourselves  up  to  help  other 
countries  rebuild.   It  was  one  of  the  wisest  steps  this  country 
ever  took,  but  now  we  cannot  have  a  one  way  trade  policy.  The 
American  people  won't  support  it  and  the  Administration  won't 
stand  ZcT    it. 

For  other  nations  to  enjoy  the  great  opportunities  here  in  the 
U.S.  market,  they  must  accept  the  responsibility  of  opening  their 
markets  to  U.S.  products  and  services.   Ultimately,  it  is  in 
their  own  self  interest  to  do  so,  because  trade  fosters  economic 
growth  and  creates  jobs. 
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The  Uruguay  Round  ensures  American  producers  are  trading  on  a 
two-way  street;  that  they  benefit  from  this  new  globalized 
economy;  that  they  can  sell  their  products  and  services  abroad; 
and  that  they  can  compete  on  a  fairer  playing  field. 

President  Clinton  led  the  effort  to  reinvigorate  the  Uruguay 
Round  and  to  break  the  gridlock,  which  had  stalled  the 
negotiations  despite  seven  years  of  preparation  and  another  seven 
years  of  negotiations. 

We  did  not  accomplish  everything  we  wanted  to  in  the  Uruguay 
Round.   But,  the  final  result  is  very  positive  for  U.S.  producers 
and  companies.   It  helps  us  to  bolster  the  competitiveness  of  key 
U.S.  industries,  to  create  jobs,  to  foster  economic  growth,  to 
raise  our  standard  of  living  and  to  combat  unfair  foreign  trade 
practices.   The  agreement  will  give  the  global  economy  a  major 
boost,  as  reductions  in  trade  barriers  create  new  export 
opportunities,  and  as  new  rules  give  businesses  greater 
confidence  that  export  markets  will  remain  open  and  that 
competition  in  foreign  markets  will  be  fair. 

More  importantly,  the  final  Uruguay  Round  agreement  plays  to  the 
strengths  of  the  U.S.  economy,  opening  world  markets  where  we  are 
most  competitive.   From  agriculture  to  high-tech  electronics,  to 
pharmaceuticals  and  computer  software,  to  business  services,  the 
United  States  is  uniquely  positioned  to  benefit  from  the 
strengthened  rules  of  a  Uruguay  Round  agreement  that  will  apply 
to  all  of  our  trading  partners. 

The  Uruguay  Round 

The  Uruguay  Round  is  the  right  agreement  at  the  right  time  for 
the  United  States.   It  will  create  hundreds  of  thousands  of  high- 
wage,  high-skill  jobs  here  at  home.  Economists  estimate  that  the 
increased  trade  will  pump  between  $100  and  $200  billion  into  the 
U.S.  economy  every  year  after  the  Round  is  fully  implemented. 

This  historic  agreement  will 

•  cut  foreign  tariffs  on  manufactured  products  by  over  one 
third,  the  largest  reduction  in  history; 

•  protect  the  intellectual  property  of  U.S.  entrepreneurs  in 
industries  such  as  pharmaceuticals,  entertainment  and 
software  from  piracy  in  world  markets; 

•  ensure  open  foreign  markets  for  U.S.  exporters  of  services 
such  as  accounting,  advertising,  computer  services,  tourism, 
engineering  and  construction; 
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preserve  the  important  elements  of  U.S.  antidumping  and 
countervailing  duty  laws; 

•  ensure  that  developing  countries  live  by  the  same  trade 
rules  as  developed  countries  and  that  there  will  be  no  free 
riders; 

•  create  an  effective  set  of  rules  for  the  prompt  settlement 
of  disputes,  thus  eliminating  shortcomings  in  the  current 
system  which  allowed  countries  to  drag  out  the  process  and 
to  block  judgments  they  did  not  like;  and 

•  open  a  dialogue  on  trade  and  environment. 
This  agreement  will  not: 

•  impair  the  effective  enforcement  of  U.S.  laws; 

•  limit  the  ability  of  the  United  States  to  set  its  own 
environmental  or  health  standards;  or 

•  erode  the  sovereignty  of  the  United  States. 

The  Uruguay  Round  agreement  will  create  a  new  organization  —  the 
World  Trade  Organization  —  that  will  support  a  fair  global 
trading  system  into  the  next  century  and  replace  the  General 
Agreement  on  Tariffs  and  Trade  (GATT) . 

Agriculture:   U.S.  farmers  are  the  envy  of  the  world,  but  too 
often  they  were  not  able  to  sell  the  products  of  their  hard  labor 
abroad,  because  the  old  GATT  rules  did  not  effectively  limit 
agricultural  trade  barriers.   Many  countries  have  kept  our 
farroers  out  of  global  markets  by  limiting  imports  and  subsidizing 
exports.   These  same  policies  have  raised  prices  for  consumers 
around  the  world. 

The  agriculture  agreement  is  a  marvel  both  for  its  scope  and  its 
breadth.  It  will  reform  policies  that  distort  the  world 
agricultural  market  and  international  trade  in  farm  products.   By 
curbing  policies  that  distort  trade,  the  World  Trade  Organization 
will  open  up  new  trade  opportunities  for  efficient  and 
competitive  agricultural  producers  like  the  United  States. 

For  the  first  time,  non-tariff  import  access  barriers,  internal 
supports  and  expert  subsidies  on  agricultural  products  will  be 
fully  brought  under  the  disciplines  of  the  GATT.   No  longer  will 
members  be  able  to  freeze  out  imports  with  protective   trade 
barriers  or  use  their  national  treasuries  to  gain  market  share  at 
the  expense  of  non  subsidizing  exporters. 

When  the  Uruguay  Round  began  in  1986,  there  were  a  myriad  of 
problems  in  agricultural  trade.   Indicative  of  this  is  the  fact 


98 


that  in  the  early  1980' s,  eighty  percent  of  the  disputes  in  GATT 
were  on  agricultural  trade  issues,  and  most  of  these  involved 
disputes  between  the  United  States  and  the  European  Union.   It 
was  readily  apparent  that  the  exceptions  which  permitted  import 
restrictions  and  export  subsidies  on  agricultural  products  when 
the  GATT  was  entered  into  in  194  7  were  no  longer  appropriate  for 
the  agricultural  trading  environment  of  the  1980' s. 

Aided  by  the  impervious  variable  levy,  the  European  Union  over 
the  previous  10  years  had  gone  from  a  net  importer  to  a  net 
exporter  of  most  agricultural  commodities.   Moreover,  because  EU 
internal  prices  were  higher  than  world  market  prices,  export 
subsidies  were  used  extensively  to  move  surpluses  into  the  world 
market.   In  1985,  the  EU  spent  $6  billion  on  agricultural  export 
subsidies.   Unable  to  negotiate  meaningful  disciplines  on  export 
subsidies,  the  United  States  initiated  the  Export  Enhancement 
Program  in  1985  in  order  to  compete.   In  recent  years,  this 
program  has  made  available  approximately  $1  billion  of  export 
subsidies  each  year. 

Non  subsidizing  exporters  were  frustrated  at  having  to  compete  in 
world  markets  with  national  treasuries  rather  than  other  farmers. 
Import  restrictions,  prohibitions  and  high  tariffs  in  countries 
such  as  Japan  were  also  motivations  for  a  broad,  trade 
liberalizing  Round  on  agriculture. 

The  Punta  del  Este  Declaration  set  the  goals  for  the  agricultural 
negotiations,   It  said. .. "Negotiations  shall  aim  to  achieve 
greater  liberalization  of  trade  in  agriculture  and  bring  all 
measures  affecting  import  access  and  export  competition  under 
strengthened  and  more  operationally  effective  GATT  rules  and 
disciplines. . . " 

The  agreement  we  reached  in  December  is  truly  remarkable  in  its 
conformity  with  the  objectives  that  were  only  envisioned  at  the 
time  of  Punta  del  Este.   The  agreement  brings  into  play  a  new 
accounting  system,  i.e.,  tariff ication  which  converts  non-tariff 
measures  affecting  import  access  into  tariff  equivalents. 
Likewise,  trade-distorting  internal  support,  whether  it  is 
provided  through  direct  payments  to  producers  or  by  market  price 
support,  is  put  on  a  common  denominator  basis  through 
calculations  called  "aggregate  measures  of  support." 

Tariff ication  and  aggregate  measurement  of  support  provided  a  way 
to  evaluate  the  impacts  of  very  different  import  :;nd  domestic 
policy  systems  on  a  common  basis,  thereby  facilitating  the 
negotiations.   However,  the  immediate  benefits  of  the  agreement 
are  in  the  commitments.  The  most  important  of  these  are: 

o    Members  will  reduce  tariffs  and  tariff  equivalents  by  3  6 
percent  on  average  with  a  minimum  reduction  of  15  percent 
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for  each  tariff  line  item.   For  developing  countries  the 
conunitments  are  24  percent  and  10  percent,  respectively. 

o    For  products  with  tariff  equivalents,  minimum  access  and 
current  access  opportunities  are  required. 

o    With  tariff  equivalents,  all  import  access  barriers  will 
now  be  on  a  tariffs  only  basis,  with  two  temporary 
exceptions.   All  tariffs  will  be  bound — meaning  all 
agricultural  products  are  now  covered  by  the  GATT. 

o  Domestic  support  programs  which  have  no,  or  minimal,  trade 
distoring  or  production  effects  ("green  box")  are  exempted 
from  reduction  commitments  and  from  countervailing  duties. 

o    Direct  payments  to  producers  that  are  linked  to  production- 
limiting  programs  will  not  be  subject  to  reduction. 
However,  trade-distorting  support  programs  must  be  reduced 
by  2  0  percent.  (Due  to  the  farm  support  reductions  contained 
in  the  1985  and  1990  Farm  Bills,  the  United  States  has 
already  met  the  2  0  percent  requirement  and  will  not  need  to 
make  additional  changes  to  farm  programs  to  comply  with  the 
Uruguay  Round  commitments.) 

o  Export  subsidies  are  to  be  cut  by  21  percent  in  volume  and 
36  percent  on  the  basis  of  budgetary  outlays. 

The  relative  simplicity  and  straightforwardness  of  the 
commitments  on  export  subsidies  belie  the  difficulties  in 
reaching  agreement  with  the  European  Union.   In  both  1990  and 
1991,  the  Uruguay  Round  failed  to  conclude  because  of  EU 
intransigence  on  export  subsidies.   Last  year,  EU  negotiators 
tried  to  back  away  from  a  deal  that  had  been  struck  in  1992,  but 
we  were  able  to  strike  an  agreement  that  was  to  our  mutual 
benefit.   The  reductions  in  export  subsidies  can  be  made  in  equal 
installments  from  the  l§91-92  marketing  year  if  subsidized 
exports  have  increased  from  their  base  levels.   This  permits  both 
the  EU  and  the  U.S.  to  smooth  out  the  reduction  slope  for  certain 
agricultural  export  subsidies.   However,  at  the  end  of  the  six 
year  implementation  period,  export  subsidies  will  still  have  to 
be  reduced  by  21  percent  and  3  6  percent,  respectively,  from  the 
volume  and  budgetary  outlays  of  the  1986-90  period. 

An  important  achievement  in  the  agreement  is  the  commitment  to 
continue  the  process  of  liberalizing  agricultural  trade  in  the 
fifth  year  of  the  agreement.   A  strong  incentive  to  make  further 
reforms  in  trade  distoring  support,  import  barriers  and  export 
subsidies  is  provided  in  the  peace  clause  of  the  agreement. 
After  nine  years,  "green  box"  support  programs  will  no  longer  be 
exempted  from  countervailing  duties;  domestic  supports  programs 
which  account  for  more  than  5  percent  of  the  value  of  production 
will  no  longer  be  exempted  from  the  serious  prejudice  findings  of 
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the  subsidies  agreement;  and  export  subsidies  on  agricultural 
products  will  no  longer  be  exempted  from  the  prohibition  on 
export  subsidies  in  the  subsidies  agreement.   Negotiations  to 
extend  the  peace  clause  will  be  the  opportunity  to  secure  greater 
agricultural  trade  liberalization  in  the  future. 

Sanitary  and  Phytosanitarv  Measures;   The  Agreement  on  the 
Application  of  Sanitary  and  Phytosanitary  ("S&P")  Measures  will 
guard  against  the  use  of  unjustified  S&P  measures  to  keep  out 
U.S.  agricultural  exports.   S&P  measures  are  laws,  regulations 
and  other  measures  aimed  at  protecting  human,  animal  and  plant 
life  and  health  from  risks  of  plant-  and  animal  borne  pests  and 
diseases,  and  additives  and  contaminants  in  foods  and  feedstuffs. 
They  include  a  wide  range  of  measures  such  as  quarantine 
requirements  and  procedures  for  approval  of  food  additives  or  for 
the  establishment  of  pesticide  tolerances.   The  S&P  agreement  is 
designed  to  distinguish  legitimate  S&P  measures  from  trade 
protectionist  measures.   For  example,  S&P  measures  must  be  based 
on  scientific  principles  and  not  maintained  without  sufficient 
scientific  evidence  and  must  be  based  on  an  assessment  of  the 
risk  to  health,  appropriate  to  the  circumstances. 

The  S&P  agreement  safeguards  U.S.  animal  and  plant  health 
measures  and  food  safety  requirements.   The  agreement  clearly 
recognizes  and  acknowledges  the  sovereign  right  of  each 
government  to  establish  the  level  of  protection  of  human,  animal 
and  plant  life  and  health  deemed  appropriate  by  that  government. 
Furthermore,  the  United  States  has  a  long  history  of  basing  its 
S&P  measures  on  scientific  principles  and  risk  assessment. 

In  order  to  facilitate  trade,  the  S&P  agreement  encourages  the 
use  of  international  standards  as  a  basis  for  S&P  measures. 
However,  each  government  remains  free  to  adopt  an  S&P  measure 
more  stringent  than  the  relevant  international  standard  where  the 
government  determines  that  the  international  standard  does  not 
provide  the  level  of  protection  that  the  government  deems 
appropriate. 

Dispute  Settlement;   The  Dispute  Settlement  Understanding  (DSU) 
creates  new  procedures  for  settlement  of  disputes  arising  under 
any  of  the  Uruguay  Round  agreements.   Representatives  of  the 
soybean  industry  who  were  involved  in  the  U.S.  challenge  to  EC 
oilseed  subsidies  will  immediately  recognize  the  value  of  this 
agreement.   The  new  system  is  a  significant  improvement  on  the 
existing  practice.   In  short,  it  will  work  and  it  will  woric  fas^-. 
The  process  will  be  subject  to  strict  time  limits  for  each  step. 
There  is  a  guaranteed  right  to  a  panel.   Panel  reports  will  be 
adopted  unless  there  is  a  consensus  to  reject  the  report  and  a 
country  can  request  appellate  review  ot  the  legal  aspects  of  a 
report.  The  dispute  settlement  process  can  be  completed  within  16 
months  from  the  request  for  consultations  even  if  there  is  an 
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appeal.   Public  access  to  information  about  disputes  is  also 
increased. 

After  a  panel  report  is  adopted,  there  will  be  time  limits  on 
when  a  Member  must  bring  its  laws,  regulations  or  practice  into 
conformity  with  panel  rulings  and  recommendations,  and  there  will 
be  authorization  of  retaliation  in  the  event  that  a  Member  has 
not  brought  its  laws  into  conformity  with  its  obligations  within 
that  set  period  of  time. 

The  automatic  nature  of  the  new  procedures  will  vastly  improve" 
the  enforcement  of  the  substantive  provisions  in  each  of  the 
agreements.   Members  will  not  be  able  to  block  the  adoption  of 
panel  reports.   Members  will  have  to  implement  obligations 
promptly  and  the  United  States  will  be  able  to  take  trade  action 
if  Members  fail  to  act  or  obtain  compensation.   Trade  action  can 
consist  of  increases  in  bound  tariffs  or  other  actions  and 
increases  in  tariffs  may  be  authorized  even  if  there  is  a 
violation  of  the  TRIPS  or  Services  agreements. 

The  DSU  includes  improvements  in  providing  access  to  information 
in  the  dispute  settlement  process.   Parties  to  a  dispute  must 
provide  non-confidential  summaries  of  their  panel  submissions 
that  can  be  given  to  the  public.   In  addition,  a  Member  can 
disclose  its  submissions  and  positions  to  the  public  at  any  time 
that  it  chooses.   Panels  are  also  expressly  authorized  to  form 
expert  review  groups  to  provide  advice  on  scientific  or  other 
technical  issues  of  fact  which  should  improve  the  quality  of 
decisions. 


Environment:   Comprehensive  as  it  is,  the  Final  Act  does  not 
cover  every  aspect  of  trade  policy  of  great  importajice  to  the 
United  States  and  to  this  Administration.   Our  trading  partners 
recognize  that  the  work  of  shaping  the  World  Trade  Organization 
to  the  needs  of  the  21st 'century  must  continue  without  pause. 

In  December,  the  Uruguay  Round  participants  decided  to  develop  a 
program  of  work  on  trade  and  environment  to  present  to  the 
ministers  in  Marrakech  in  April.   We  begin  with  the  agreed 
premise  that  international  trade  can  and  should  promote 
sustainable  development,  and  that  the  world  trading  system  should 
be  responsive  to  the  need  for  environmental  protection,  if 
necessary  through  modification  of  trade  rules. 

The  United  States  will  seek  a  work  program  that  ensures  that  the 
new  WTO  is  responsive  to  environmental  concerns.   International 
trade  can  contribute  to  our  urgent  national  and  international 
efforts  to  protect  and  enhance  environmental  quality  and  conserve 
and  restore  natural  resources.   At  the  same  time,  we  will 
continue  to  advocate  trade  rules  that  do  not  hamper  our  efforts 
to  carry  out  vital  and  effective  environmental  policies,  whether 
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nationally  or  in  cooperation  with  other  countries.   We  will  be 
working  closely  with  environmental  organizations  and  business 
groups,  as  well  as  the  various  agencies,  and  of  course  this 
Committee  and  others  in  Congress,  as  we  define  our  trade  and 
environment  objectives. 

Conclusion 

Mr.  Chairman,  Congress  will  be  considering  the  Uruguay  Round 
implementing  legislation  at  an  auspicious  time  for  America.   The 
U.S.  economy  is  expanding;  investment  is  increasing;  jobs  are 
being  created;  and  optimism  about  the  prospects  for  our  economy 
is  soaring.   This  economic  expansion  reflects  the  fact  that  this 
country  is  moving  in  the  right  direction.   The  policies  of  the 
Clinton  Administration,  starting  with  our  budget  plan;  the 
adjustments  made  over  the  last  several  years  by  our  workers  and 
companies —  all  of  our  efforts  make  us  as  a  nation  stronger  and 
more  competitive. 

In  setting  the  negotiating  objectives  for  the  Uruguay  Round, 
Congress  clearly  signalled  its  belief  that  strengthening  the 
multilateral  rules  of  the  GATT  would  make  America  more 
competitive  in  world  markets.   We  succeeded.   We  met  those 
objectives;  and  I  am  convinced  that  the  new  multilateral  rules 
agreed  to  in  the  Uruguay  Round  will  work  together  with  our 
ongoing  efforts  to  increase  regional  cooperation.   America  is 
uniquely  positioned  to  benefit  from  expanding  trade —  in  this 
hemisphere  and  in  the  world.   The  Uiruguay  Round  builds  on  our 
strengths.   It  will  benefit  us,  and  the  world  economy  as  a  whole. 
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statement  of 

Mike  Espy 

Secretary  of  Agriculture 

Before  the  House  Committee  on  Agriculture 

March  16,  1994 

Mr.  Chairman,  members  of  the  Committee,  I  appreciate  the 
opportunity  to  appear  before  you  with  Ambassador  Kantor  to 
discuss  the  Uruguay  Round  agreement  negotiated  under  the  auspices 
of  the  General  Agreement  on  Tariffs  and  Trade  (GATT)  and  the 
agreement's  benefits  for  American  agriculture. 

While  we  naturally  tend  to  focus  on  the  more  dramatic 
breeOcthroughs  of  the  Uruguay  Round,  such  as  the  permanent  end  of 
rice  import  bans  in  Japan  and  Korea,  today  I  would  like  to 
emphasize  the  longer  term  benefits  of  this  agreement.   To  do 
that,  I'd  like  to  take  a  few  moments  to  put  the  agricultural 
trade  system  in  perspective. 

The  GATT  was  established  shortly  after  World  War  II  when  the 
major  western  countries  recognized  the  critical  role  trade  plays 
in  the  economic  and  political  development  of  nations.   GATT 
became  a  great  success — trade  expanded  and  standards  of  living 
grew. 

But  despite  all  this  success,  agricultural  trade  has  not 
benefitted  as  much  as  possible  from  the  GATT  because  it  developed 
largely  outside  the  GATT  framework.   Instead,  the  agricultural 
policies  that  emerged  after  World  War  II  were  a  haphazard  mix 
that  limited  and  distorted  trade. 
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International  agricultural  trade  rules,  where  they  existed,  were 
weak  and  largely  not  possible  to  enforce  —  eg. ,  GATT  panel 
rulings  could  be  ignored  unless  the  aggrieved  party  had  means  to 
retaliate. 

That  was  the  scene  when  the  Uruguay  Round  began  almost  eight 
years  ago.   The  U.S.  goal  was  straightforward — to  work  toward  an 
agreement  that  promoted  trade  growth  for  our  farmers  by 
eliminating  all  policies  that  distorted  international 
agricultural  trade — a  goal  that  established  the  starting  point 
for  the  negotiations.   I  don't  have  to  explain  to  this  Committee 
how  important  exports  are  to  the  income  of  our  farmers  and  to  the 
U.S.  economy  as  a  whole.   I'm  sure  you  can  recite  the  statistics 
as  well  as  I  can.   But  perhaps  the  most  telling  number  to  me  is 
that  nearly  96  percent  of  the  world's  consumers  live  outside  the 
United  States.   Obviously,  the  greatest  future  market  potential 
for  American  food  and  fiber  lies  outside  our  borders.   When  you 
combine  this  fact  with  today's  budget  constraints,  the  value  of 
export  markets  as  a  mainstay  of  U.S.  farmers'  income  is  even 
clearer. 

Although  it  will  not  solve  all  the  economic  problems  for 
U.S.  agricultiure,  the  Uruguay  Round  agreement  is  critical  for  our 
farmers  because  it  will  begin  to  open  world  markets — some  for  the 
first  time. 

The  agreement  will  enable  American  farmers  to  do  what  they 
do  best — produce  food,  feed,  and  fiber  and  market  them  at 
competitive  prices  in  world  markets.   All  Americans  will  benefit 
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from  an  agricultural  sector  that  can  fully  use  its  productive 
capacity. 

Perhaps  most  importantly,  this  agreement  brings  agriculture 
more  fully  into  the  GATT  system.   This  gives  us  a  significantly 
improved  process  for  resolving  agricultural  trade  problems.   In 
addition,  for  the  first  time,  we  negotiated  an  agreement  that 
helps  our  farmers  in  four  specific  areas — market  access,  internal 
support,  export  subsidies  and  sanitary  and  phytosanitary  rules. 
Changes  in  these  four  areas  will  be  implemented  over  a  period  of 
six  years — starting  in  1995.   Let  me  summarize  the  agreement's 
main  benefits  to  U.S.  agriculture: 
Market  Access 

To  improve  worldwide  market  access,  all  tariffs  for 
agricultural  products  in  all  GATT  member  developed  countries  will 
be  reduced  an  average  3  6  percent,  or  24  percent  in  developing 
countries.   In  some  of  the  most  important  growth  markets  for  the 
United  States,  we  achieved  some  specific  and  additional  market 
openings  that  go  significantly  beyond  these  tariff  cuts, 
particularly  for  beef,  pork,  poultry,  specialty  crops,  and 
processed  agricultural  products.   But  tariffs  for  all 
agricultural  products  will  be  reduced. 

Existing  import  prohibitions  will  be  converted  into  visible 
tariffs  through  tariff icat ion,  and  a  minimum  level  of  access  is 
assured  in  markets.   This  means,  for  example,  that  Japan  and 
Korea  will  import  rice  every  year  from  now  on.   We  expect  a 
substantial  portion  will  come  from  the  United  States. 
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Further,  the  Uruguay  Round  agreement  requires  that  all 
import  quotas  and  variable  levies,  minimum  import  price  schemes, 
and  other  trade-distorting  schemes  be  replaced  with  tariffs  or 
tariff-rate  quotas.   With  tariff ication,  and  the  subsequent 
reduction  in  these  new  tariffs,  we  will  truly  begin  to  move 
toward  the  proverbial  "level  playing  field." 

For  the  United  States,  our  commitment  on  market  access  means 
that  Section  22  quotas  will  be  replaced  with  tariffs  and  tariff- 
rate  quotas.   The  out-of -quota  or  second  tier  tariffs  initially 
will  afford  approximately  the  same  level  of  protection  that  was 
provided  by  the  quotas.   In  addition,  a  special  safeguard  will  be 
available  if  there  is  a  surge  in  imports  or  if  import  prices  drop 
significantly.   We  believe  that  the  impact  of  these  imports  on 
our  producers  must  be  viewed  in  the  context  of  the  enormous 
market  access  we  gain  for  our  exports  around  the  world. 
Internal  Support 

The  Uruguay  Round  is  the  first  GATT  agreement  that 
disciplines  internal  agricultural  support.   The  agreement 
distinguishes  between  support  measures  for  producers  that  are 
trade-distorting  and  those  that  are  not. 

Reduction  commitments  are  established  on  the  basis  of  an 
Aggregate  Measurement  of  Support  (AMS)  method.   Under  this 
approach,  each  developed  country  must  reduce  its  total  internal 
support  by  20  percent  from  the  level  that  existed  in  the  1986-88 
base  period.   Because  the  United  States  has  already  reduced  its 
internal  supports  by  more  than  20  percent  since  the  base  period. 
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we  will  not  need  to  undertake  eaxy  further  reductions  to   neet  our 
commitments  under  the   agreeaent. 
Export  8u33sidie3 

For  the  first  time,  GATT  rules  will  effectively  discipline 
the  use  of  agricviltural  export  subsidies.   These  subsidies  are 
clearly  defined  and  must  be  reduced  by  36  percent  in  budgetary 
tetTDS  and  21  percent  in  quantity  terms  from  1986-1990  base  period 
levels. 

Cuts  in  subsidized  exports  will  greatly  benefit  our 
producers.   While  nearly  all  exports  from  the  European  Union  are 
subsidized,  a  relatively  smaller  share  of  our  exports  are 
subsidized.   With  multilateral  cuts  in  export  subsidies,  the 
United  States  can  cut  export  subsidies  and  be  competitive.   This 
will  begin  to  establish  fairness  in  the  world  agricultural 
trading  system  and  improve  prices  and  markets  in  developed  and 
developing  countries. 
Sanitary  and  Phvtosanitarv  Reqttir«««nta 

The  Uruguay  Round  Agreement  ensures  that  any  measure  taken 
by  an  importing  country  for  the  purpose  of  protecting  human, 
animal,  or  plant  life  or  health  must  be  based  on  science. 
Certain  international  standards  are  presvuned  under  the  agreement 
to  be  science-based.   However,  if  a  country  chooses  to  adopt  a 
standard  stricter  than  the  international  standard,  it  may  do  so, 
if  it  has  scientific  justification  for  taking  the  stricter 
measure.   We  believe  these  provisions  will  discourage  countries 
from  using  unjustified  health-related  measures  as  disguised 


108 


6 

barriers  while  maintaining  each  country's  right  to  protect  the 

health  of  its  citizens. 

Effects  of  Druquay  Round  Agreement 

What  I  would  like  to  stress  today  is  the  progressive, 
evolutionary  effect  of  this  agreement.   Looking  down  the  road  to 
the  year  2000,  we  will  see  some  benefits  of  the  agreement  as 
tariffs  and  export  subsidies  are  reduced.   But  even  more 
importantly,  studies  suggest  that  the  Uruguay  Round  agreement 
will  increase  world  income  by  as  much  as  $5  trillion  in  the  10 
years  after  it  goes  into  effect.   This  growth  will  increase  the 
demand  for  U.S.  agricultural  products,  particularly  for  income- 
sensitive  commodities  like  meat,  fruits,  vegetables,  and  other 
specialty  crops.   And  increased  demand  for  beef,  pork,  and 
poultry  means  that  U.S.  feed  grain  and  soybean  producers  will 
benefit  as  well. 

Based  on  the  expected  range  of  growth  in  global  incomes, 
U.S.  agricultural  exports  are  projected  to  increase  by  between 
$4.7  billion  to  nearly  $8.7  billion  by  2005.   Grains  account  for 
almost  half  of  this  increase. 

Increased  exports  mean  more  export-related  jobs, 
particularly  for  high-value  and  value-added  products.   By  2005, 
export-related  employment  is  expected  to  increase  by  as  much  as 
190,000  jobs. 

Increased  exports  bolster  farm  prices,  increase  farm  income, 
and  lower  Government  outlays.   The  Uruguay  Round  agreement  is 
expected  to  raise  farm  sector  income  over  current  baseline 
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estimates  by  as  much  as  $2.5  billion  in  2005.   At  the  same  time. 
Government  outlays  could  be  as  much  as  $2.6  billion  lower  in 
2005 — and  that  is  good  news  in  today's  budget  environment. 

Perhaps  even  more  important  for  the  future  is  the  discipline 
the  Uruguay  Round  will  apply  to  countries  that  might  otherwise 
choose  the  direction  of  closed  markets,  production-inducing 
internal  supports,  and  subsidized  exports.   This  has  important 
consequences  for  our  leurge  trading  partners  that  are  currently 
outside  of  the  GATT — China,  Taiwan,  and  the  nations  of  the  former 
Soviet  Union. 
Conclusion 

Mr.  Chairman,  I've  presented  a  very  short  summary  of  an 
agreement  that  has  teJcen  a  long  time  to  negotiate. 
This  highly  complex  agreement  does  not  fully  meet  all  the 
original  objectives  that  the  U.S.  had  in  the  negotiations  and  I 
would  not  argue  that  it  is  perfect.   But,  in  less  time  than  it 
took  to  negotiate  this  one,  another  historic  outcome  from  this 
agreement  will  occur.   That  is  the  so-called  continuation 
provision. 

After  the  fifth  year  of  implementation,  the  countries  of  the 
GATT  will  come  together  again  in  Geneva  to  continue  the  reform 
process  started  in  1986  in  Uruguay.   The  language  in  this 
agreement  makes  it  clear  that  in  the  year  2000,  GATT  members  will 
pick  up  where  we  left  off  on  Deceml>er  15.   We  will  decide  how 
further  market  openings  and  reduction  of  trade  barriers  and 
subsidies  should  continue  after  the  sixth  year  of  this  agreement. 
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Mr.  Chairman,  it's  been  over  30  years  since  a  Secretary  of 
Agriculture  served  eight  years,  so  I  can't  promise  that  I'll  be 
participating  in  the  GATT  negotiations  in  the  year  2000,  but  I  am 
confident  you  will  be. 

Thus,  I  welcome  this  chance  to  discuss  this  historic 
agreement  with  you  at  this  time.   I  also  wish  to  acknowledge  the 
invaluable  guidance  that  you  and  Members  from  both  sides  of  the 
aisle  gave  in  bringing  the  Uruguay  Round  to  a  successful 
conclusion.   Those  closing  days  in  Geneva  were  hectic  ones  but 
you  and  Congressman  Colin  Peterson,  as  well  as  the  Majority  and 
Minority  Committee  staff,  were  helpful  to  us  as  the  final  gavel 
fell,  concluding  the  talks.   To  all  who  assisted  us  along  the  way 
we  wish  to  say  "thank  you." 

This  concludes  my  prepared  statement,  Mr.  Chairman.   I  would 
be  happy  to  answer  any  questions. 
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FOLLOW-UP  QUESTIOH8 

FROM 

SECRETMtT  BSPT'S  3/16/94  HOUSE  TESTIMONY 


Q:    Shouldn't  the  Departaent  of  Agriculture  be  aggressively 

planning  to  shift  the  eiaphasis  of  its  export  efforts  from 
reducing  commodity  surpluses  to  marketing  processed  and  high 
value  products?  In  addition,  should  this  goal  be  somehow 
accommodated  in  your  reorganization  plans  for  the  new 
International  Trade  Agency? 

A:   The  Foreign  Agricultural  Service  (FAS)  administers  and  will 
continue  to  administer  overseas  sales  of  bulk  agricultural 
commodities  through  various  programs  under  the  General  Sales 
Manager  (GSM)  of  the  Commodity  Credit  Corporation,  including 
the  Export  Enhemcement  Program  (EEP)  and  GSM  credit 
guarantee  programs.  At  the  same  time,  FAS  has  been  at  the 
forefront  of  actively  promoting  high  value  and  value-added 
U.S.  agricultural  products  abroad  in  cooperation  with 
U.S. agricultural  producer  organizations.   The  Market 
Promotion  Program  (MPP)  is  a  major  component  of  our  success 
in  foreign  markets  in  promoting  high  value  and  value-added 
agricultural  products,  and  we  plan  to  continue  to 
aggressively  use  it. 
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APPLES  TO  JAPAN 


Mr.  VoDoner.   I  know  that  for  20  years  Washington  state  has  been 
trying  to  get  apples  into  Japan.   I'd  like  to  know  if  now  we're 
finally  going  to  be  able  to  sell  to  Japan  -  how  many  apples,  how 
many  bushels? 

Mr.  Espy.   We  are  currently  on  track  with  the  Japanese  government 
to  complete  all  of  the  required  phytosanitary  tests  to  ensure  the 
entry  of  this  year's  hairvest  into  Japan.   We  have  written 
assurances  from  Japan's  Agriculture  Ministry  that  they  will  carry 
out  their  administrative  procedures  expeditiously.   Regarding  the 
potential  trade,  Japan  should  be  a  premium  price  market  for  our 
producers,  and  we  will  be  looking  at  very  good  prices  per  box; 
our  initial  estimates  of  the  first  year  value  of  shipments  to 
Japan  are  in  the  neighborhood  of  $15  to  $20  million,  growing  to 
$75  million  or  more  in  the  following  4-5  years. 
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URUGUAY  ROUND:   DAIRY 

[Question  is  paraphrased] 

Mr.  Volkmer.   Regarding  the  European  Union's  use  of  export 
subsidies  for  dairy.   As  I  understand  it,  because  they  have  cut 
back  their  level  of  subsidization  in  recent  years,  they  will  not 
have  to  make  any  reduction  from  their  1993  level.   That  is,  their 
Uruguay  Round  requirement  to  reduce  from  their  base  period  will 
eventually  leave  them  at  the  level  that  they  are  currently 
subsidizing  exports  at,  is  that  correct?  Give  me  the  figures  in 
writing  later  on,  I  would  like  to  see  them. 

Mr.  Espy.   In  the  short  term,  the  dairy  export  subsidy 
disciplines  will  have  an  immediate  impact  on  EU  exports  of  cheese 
and  "other  dairy  products,"  which  includes  whole  milk  powder, 
condensed  milk  and  yoghurt.   The  reason  is  that  the  EU  has 
shifted  to  exporting  more  processed  products.   This  has  meant, 
however,  that  it  has  reduced  its  subsidized  exports  of  basic 
dairy  products,  i.e.,  butter  and  nonfat  dry  milk.   Without  the 
Uruguay  Round  agreement,  there  would  be  no  cap  on  these  export 
subsidies  and  therefore  there  would  be  nothing  to  stop  the  EU 
from  increasing  butter  and  nonfat  dry  milk  exports  back  to  base 
period  levels  and  beyond.   With  the  Uruguay  Round  agreement, 
there  is  a  cap  and  this  cap  will  be  reduced  significantly. 
Moreover,  the  continuation  clause  will  bring  us  back  to  the 
negotiating  table  in  year  6  to  consider  further  reductions  in 
export  subsidies. 

Provided  below  is  a  table  of  the  reduction  commitments. 


EU  Export  Subsidy  Uruguay  Round  Reduction  Commitments 

(1,000  Metric  Tons) 


Commodity 


Base  Period 
for  beginning 
reductions 


1992/3  1/   1995 


2000 


Butter/oil  463 

Cheese  427 

NFDM  2/  308 

Other  Milk  3/  1,206 


195 

510 

293 

1,317 


447 

407 

297 

1,161 


366 
305 
243 
938 


1/  July  1-June  30;  Eurostat  excluding  estimated  food  aid 

2/   Nonfat  Dry  Milk 

3/  Whole  milk  powder,  condensed  milk,  frozen  yogurt,  etc. 
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2.  Many  of  us  ftom  peanut  growing  areas  are  particularly  concerned  about  tran- 
shipments of  peanuts  or  peanut  products  through  Canada.   What  is  the  status  of  your 
negotiations  with  Canada  r^arding  the  issue  of  peanut  paste/peanut  butter  imports 
into  this  country? 

Answer   Secretary  Espy  met  recently  on  March  21  and  again  in  Marrakech  with  Canadian 
Agriculture  Minister  Goodale  and  other  Canadian  trade  officials  to  discuss  a  wide  range  of 
bilateral  trade  issues,  including  the  question  of  imports  of  Canadian  peanut  butter/paste.   We 
have  informed  Canada  that  under  our  Uruguay  Round  schedule  of  commitments  on  market 
access,  we  will  establish  a  global  tariff-rate  quota  on  peanut  butter/paste  based  on  current 
imports.   Canada  will  have  access  at  its  1993  level.   Any  imports  over  that  level  will  face  a 
prohibitive  tariff.  This  r^me  should  effectively  limit  imports  of  Canadian  peanut  butter  to 
current  levels. 

3.  Argentina  grows  a  great  deal  of  peanuts.  In  your  view,  how  easy  will  it  be  for  them 
to  join  NAFTA  in  the  future? 

Answer   The  Administration's  overall  trade  policy  with  respect  to  the  Western  Hemisphere, 
which  involves  die  question  of  NAFTA  accession  for  other  countries  in  Latin  America,  is 
currently  being  re\dewed  within  the  various  agencies  responsible  for  trade  policy.   In 
addition.  President  Clinton  has  made  a  general  commitment  to  the  Government  of  Chile  to 
begin  discussing  a  free  trade  agreement  at  some  point  in  the  future.   No  other  specific 
commitments  have  been  made  to  other  Latin  American  governments.   Argentina  has  certainly 
made  tremendous  progress  both  in  reforming  its  electoral  process  and  its  economy.   But 
given  the  current  policy  review  under  way  and  the  commitment  to  Chile,  the  prospect  of 
NAFTA  accession  or  a  sepai2.Xe  free  trade  agreement  with  Argentina  would  appear  to  be 
some  time  off  in  the  future. 
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From  Congressman  Everett; 

Question:   On  the  issue  of  zero  for  zero  tariffs  on  forest  and 
wood  products,  I  am  concerned  that  a  tariff  reduction  for  these 
products  over  ten  years  does  not  fully  achieve  the  objective  of 
gaining  better  market  access  for  our  agricultural  products. 
There  are  some  industry  projections  that  the  ten  year  phaseout 
would  result  in  a  loss  of  export  benefits  of  $3.3  billion.   I 
feel  that  reducing  tariffs  over  five  years  would  enable  our  wood 
products  industry  to  better  achieve  market  access,  thus  creating 
more  exports  and  American  jobs. 

Would  the  Administration  be  willing  to  further  press  the 
European  Community  to  reduce  their  tariffs  and  allow  the  U.S.  to 
phaseout  tariffs  for  wood  and  paper  products  over  five  years? 

If  not,  how  would  the  Administration  address  the  EC 
subsidies  which  further  place  American  exports  at  a  competitive 
disadvantage? 

Answer:   We  achieved  zero/ zero  on  paper  with  staging  over  10 
years.   Key  participants  are  the  EC,  Japan,  Canada,  the  United 
States  and  Korea.   I  recognize  the  importance  to  the  paper 
industry  in  shorter  staging  for  the  zero/ zero.   We  have  pressed 
the  Europeans  to  agree  to  this,  but  so  far,  they  have  refused. 

The  issue  of  accelerating  the  elimination  of  paper  tariffs  can  be 
addressed  after  April  15.  Acceleration  of  the  staging  of 
existing  tariff  concessions  will  require  additional  authority 
from  Congress,  possibly  in  the  form  of  a  consultation/ layover 
procedure  similar  to  what  is  provided  for  NAFTA  acceleration. 
The  Administration  is  currently  consulting  with  Congressional 
staff  on  the  best  means  of  addressing  this  issue. 
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From  Chairman  de  la  Garza 

Question  1:   The  TRIPS  (Trade-Related  Intellectual  property 
Rights)  agreements  provides  for  improved  standards  for  the 
protection  of  intellectual  property  rights.   According  to  the 
ATAC  (Agricultural  Technical  Advisory  Committee  for  Trade  in 
Fruits  and  Vegetables)  report,  this  agreement  "does  not  include 
agricultural  intellectual  property  rights  for  seed  and  plant 
development."   Is  this  a  correct  statement  and  if  so,  doesn't 
agricultural  IPRs  deserve  the  same  treatment  as  non-agricultural 
IPRs. 

Answer:   Article  27  of  the  Agreement  on  TRIPs  requires  all  WTO 
Members  to  provide  protection  for  plant  varieties  under  either 
its  patent  law  or  a  sui  generis  plant  breeders'  right  system  or 
both. 

Question  2:   I  note  that  within  four  years  after  entry  into 
force,  the  dispute  settlement  arrangement  will  be  reviewed  to 
determine  whether  it  will  continue,  should  be  modified  or 
terminated.   Is  it  possible  the  new  dispute  settlement  rules 
could  be  changed  before  the  transition  period  is  over.   Please 
respond  fully. 

Answer:   As  you  noted,  the  Members  of  the  WTO  will  review  the 
operation  of  the  dispute  settlement  system  4  years  after  the  WTO 
enters  into  effect.   Changes  could  be  made  prior  to  that  time,  if 
there  is  a  consensus  among  all  of  the  Members  to  make  such  a 
change.   We,  of  course,  must  be  part  of  that  consensus. 

Question  3:   Would  MFN  countries  that  are  not  members  of  the  new 
World  Trade  Organization  (WTO)  receive  any  benefits  of  GATT  1994. 

Answer:   The  WTO  Agreements  do  not  require  us  to  give  any 
benefits  to  non-Members.   With  respect  to  U.S.  treaties  that 
provide  for  MFN  treatment,  only  a  limited  number  of  these 
Agreements  exist.   Many  of  them  are  with  EU  member  states  and  we 
do  not  expect  that  these  countries  will  be  "non-Members."   With 
respect  to  tariffs,  U.S.  law  grants  MFN  tariff  treatment  unless 
there  is  a  specific  statute  revoking  that  tariff  status. 

Question  4:   Will  Section  22  still  be  applicable  for  non-WTO 
countries  following  the  Uruguay  Round  entry  into  force. 

Answer:   Yes 

Question  5:   The  new  minimum  access  rules  require  large  increases 
in  cheese  and  especially  non-cheese  dairy  imports  (butter 
increasing  from  321  mt  to  7,000  mt  by  the  beginning  of  year  6, 
butteroil,  544  mt  to  6,100  mt,  and  nonfat  dry  milk,  820  mt  to 
5,500  mt) .   What  assurances  can  dairy  farmers  get  that  these 
increases  will  be  implemented  in  such  a  way  as  to  minimize 
disruption  to  our  dairy  markets  and  not  put  our  farmers  out  of 
business. 
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Answer:   The  Administration  intends  to  work  with  Congress  and  our 
dairy  industry  to  develop  GATT-consistent  methods  to  minimize 
potential  disruptions  to  our  dairy  markets  due  to  the 
implementation  of  the  new  minimum  access  rules  for  dairy  products 
(e.g.  import  licensing  arrangements) . 

Question  6:   It  is  my  understanding  the  Administration  is  seeking 
authority  to  auction  cheese  licenses  as  part  of  its  efforts  to 
help  finance  GATT  1994.   The  Congressional  Research  Service  tells 
us  that  auctioning  of  cheese  licenses  would  bring  in  little 
revenue  to  the  government.   Domestic  industry  sources  estimate 
$6-11  million  would  be  generated  annually  but  would  be  offset  by 
$150  million  in  lost  farm  income  for  each  penny  drop  in  the  Green 
Bay  Cheese  Exchange  price  as  branded  cheese  production  is 
converted  to  commodity  processing  cheeses.   Some  industry  sources 
are  predicting  a  drop  of  5  1/2  cents.   Would  you  comment  in  full, 
please. 

Answer:   There  is  no  Administration  proposal  to  auction  import 
licenses  for  cheese. 
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From  the  Committee  on  Agriculture; 

Question  1:   It  appears  from  a  review  of  the  list  prepared  by  the 
Administration  concerning  legislative  changes  necessary  as  a 
result  of  the  GATT  that  the  only  domestic  commodity  program 
legislation  requiring  changes  is  the  cotton  title  of  the  Food, 
Agriculture,  Conservation  and  Trade  Act  of  1990.   Specifically, 
the  Administration  is  suggesting  that  the  first  handler 
certificate  program  must  be  amended  to  conform  with  GATT  1994. 
Could  you  explain  exactly  what  changes  to  the  cotton  title  of  the 
FACT  ACT  are  required  and  elaborate  as  to  why  the  first  handler 
certificate  program  must  be  altered? 

Answer:   We  propose  to  repeal  Sections  103B(a) (5) (F)  and  103  B(n) 
of  the  Agricultural  Act  of  1949  which  provide  for  special  cotton 
import  quotas  to  relieve  pressure  if  supplies  become  short.   We 
no  longer  need  these  provisions  because  there  will  no  longer  be 
absolute  quantitative  limitations  on  cotton  imports.   We  do  not 
believe  it  will  be  necessary  to  alter  the  first  handler 
certificate  program. 

Question  2:   GATT  1994  calls  for  the  tariff ication  of  all  non- 
tariff  trade  barriers  (at  least  by  the  United  States) .   Among 
other  such  barriers,  quotas  currently  in  place  pursuant  to  the 
authority  of  section  22  of  the  Agricultural  Adjustment  Act  are  to 
be  eliminated  and  replaced  with  a  tariff-rate  quota  mechanism. 
It  is  assumed  that  such  a  mechanism  will  be  implemented  through  a 
direct  change  to  the  Harmonized  Tariff  Schedules.   Once  the 
absolute  quotas  are  altered  through  legislation,  the  United 
States  will  presumably  be  in  compliance  with  the  GATT  1994 
agreement.   Is  it  not  the  case  that  section  2  2  of  the 
Agricultural  Adjustment  Act  does  not  have  to  be  directly  amended 
in  order  to  comply  with  GATT  1994?  Under  the  agreement,  it  would 
seem  that  the  authority  to  implement  a  quota  or  fee  arrangement 
is  not,  in  and  of  itself,  a  violation  of  GATT  1994.   Therefore, 
once  the  absolute  quotas  are  modified  pursuant  to  the  agreement, 
it  would  seem  that  section  22  authority  could  remain  unchanged. 

Answer:   The  rules  for  agriculture  under  GATT  1994  also  prohibit 
WTO  Members  from  maintaining,  resorting  to  or  reverting  to  in  the 
future  any  of  the  import  measures  subjected  to  tariff ication. 
Hence,  it  would  not  be  consistent  with  the  WTO  to  impose  Section 
22  quotas  of  products  of  WTO  members.   Furthermore,  as  all 
agricultural  tariffs  will  be  bound,  the  U.S.  would  also  be  in 
violation  of  the  GATT  1994  if  new  import  fees  were  introduced  in 
the  future  under  Section  22. 

Question  3:   It  is  unclear  what  the  exact  status  is  of  countries 
that  are  not  1)  GATT  members  or  2)  that  do  not  become  members  of 
the  new  World  Trade  Organization  proposed  to  be  established  under 
this  agreement.   Could  you  please  provide  a  statement  as  to 

whether  countries  in  the  following  categories  will  or  will  not 
receive  the  benefits  of  GATT  1994: 


/ 
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(a)  Countries  such  as  China  and  Taiwan  are  currently  not  members 
of  the  GATT.   Will  these  countries  receive  the  benefits  of 
expanded  market  access  into  the  United  States  as  provided  in  the 
agreement?  Will  these  countries  receive  the  benefits  of  reduced 
tariff  rates  as  provided  in  the  agreement? 

Answer  3(a):  In  general,  GATT  benefits  now  and  WTO  benefits  in 
the  future  do  not  go  to  countries  that  are  not  members  of  those 
agreements.   An  exception  to  this  rule  is  tariffs,  where  Congress 
has  decided  to  grant  MFN  tariff  treatment  unless  it  explicitly 
exempts  a  country  from  such  treatment.   In  addition,  in  the  area 
of  intellectual  property,  the  United  States  accords  national 
treatment  to  countries  that  are  members  of  an  international 
intellectual  property  agreement  but  not  members  of  the  GATT  or 
the  WTO. 

The  U.S.  grants  MFN  to  China  and  Taiwan  under  bilateral 
agreements.   The  reduced  tariff  rates  provided  for  in  the  GATT 
1994  will  be  available  to  all  countries  and  other  trading 
entities  that  have  MFN  status  with  the  United  States.    However, 
the  Administration  worked  closely  with  relevant  U.S.  interest 
groups  and  was  careful  to  avoid  making  concessions  in  the  context 
of  the  Uruguay  Round  that  would  be  of  benefit  to  these  economies. 

(b)  After  GATT  1994  is  implemented,  will  there  be  countries  that 
are  GATT  members  but  are  not  members  of  the  WTO?   If  so,  exactly 
what  range  of  benefits  will  such  countries  be  entitled  to  receive 
under  GATT  1994? 

Answer  3(b):   Contracting  parties  to  the  GATT  1947  at  the  time  of 
WTO  implementation  which  are  prepared  to  accept  the  WTO 
agreements  and  also  to  attach  schedules  of  concessions  for 
agriculture  and  goods  and  a  schedule  of  commitments  for  services 
can  become  original  members  of  the  WTO.   It  is  possible  that  not 
all  GATT  1947  CPs  will  become  original  WTO  members.   The  United 
States  intends  to  withdraw  from  the  GATT  1947  at  the  time  of  WTO 
implementation,  removing  the  U.S.  obligation  to  grant  MFN  trading 
status  to  GATT  1947  contracting  parties  that  are  not  members  of 
the  WTO  or  that  do  not  have  a  bilateral  basis  for  MFN  treatment 
after  that  time. 

(c)  There  are  countries  that  currently  enjoy  Most-Favored-Trading 
status  with  the  United  States  but  are  not  members  of  the  GATT  and 
would  not  (presumably)  immediately  become  members  of  the  WTO. 
Will  these  countries,  as  a  result  of  their  MFN  status, 
automatically  have  access  to  the  U.S.  trade  concessions 
negotiated  in  the  GATT  1994  by  the  U.S.? 

Answer  3(c):  As  indicated  above,  in  the  areas  of  tariffs,  MFN 
treatment  is  granted  unless  it  is  explicitly  denied.   The  United 
States  also  grants  MFN  status  to  a  number  of  countries  that  are 
not  members  of  the  GATT  under  bilateral  agreements  that  specify 
such  treatment.  As  long  as  these  trading  partners  are  granted 
MFN  status  by  the  United  States,  they  will  have  access  to  U.S. 
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tariff  concessions  provided  for  in  the  GATT  1994,  just  as  they  do 
now  vis-a-vis  GATT  1947. 

(d)   Certain  GATT-member  countries,  such  as  Pakistan,  India, 
Paraguay  and  others  have  not  put  forward  legitimate  offers  to 
increase  market  access  into  their  country.   Specifically,  some  of 
these  countries  maintain  very  closed  markets  to  imports  of 
textiles  or  raw  cotton.   Conversely,  these  countries  are  among 
those  who  loudly  demand  market  access  into  the  United  States. 

If  countries  such  as  these  do  not  put  acceptable  market  access 
offers  on  the  table  by  April  15  signing  in  Marrakesh,  what 
recourse  does  the  United  States  have?   Can  the  U.S.  block  these 
countries'  membership  in  the  WTO?   If  their  membership  is 
blocked,  what  effect  will  that  have  on  their  ability  to  receive 
the  benefits  of  the  GATT  1994  agreement? 

Answer  3(d):   We  share  the  textile  industry's  desire  to  achieve 
market  access  for  U.S.  textiles  and  clothing.   We  are  proud  that 
in  most  of  the  key  countries  for  our  exports,  we  have  been  able 
to  achieve  substantially  improved  market  access  for  our  textiles 
and  apparel.   However,  in  certain  other  key  markets,  we  have  not 
yet  achieved  our  goals.   We  do  not,  however,  believe  that  the 
process  is  over  yet.   We  have  both  some  remedies  under  the 
Uruguay  Round  agreement  and  other  trade  options  to  continue  our 
push  for  meaningful  market  access  commitments.  This 
Administration  has  fought  very  hard  and  will  continue  to  fight 
hard  to  open  markets  for  U.S.  products. 

Question  4:   The  People's  Republic  of  China  is  negotiating  to 
gain  GATT  membership.   Could  you  please  report  on  the  status  of 
those  negotiations?   Further,  it  has  come  to  our  attention  that 
the  PRC  is  attempting  to  join  the  GATT  as  a  "former  member," 
somehow  acceding  to  the  seat  once  held  by  democratic  China.   If 
this  report  is  accurate,  it  would  appear  the  PRC  may  be  allowed 
to  become  a  member  of  the  GATT  without  making  significant  changes 
in  its  market  system.   This  would  be  a  significant  blow  to  the 
credibility  of  the  GATT  as  an  institution  and  to  our  trade 
negotiators  who  have  consistently  stated  that  the  PRC  would  be 
forced  to  make  significant  changes  in  their  economic  system 
before  it  could  be  integrated  into  the  GATT  system.   Could  you 
report  on  this  development?  Is  it  accurate?   Does  it  jeopardize 
the  ability  of  the  U.S.  to  insist  on  economic  changes  in  the  PRC? 

Answer:   China  was  a  full  participant  in  the  Uruguay  Round.   It 
is  eligible  to  become  an  original  member  of  the  WTO  if  it 
completes  its  GATT  1947  accession  process  prior  to  the 
implementation  of  the  WTO  and  attaches  its  schedules  as  provided 
for  in  the  text  of  the  Final  Act.   The  United  States  supports 
China's  accession  to  the  GATT/WTO  on  terms  that  recognize  the 
full  acceptance  of  basic  GATT  obligations,  that  will  bind  its 
trade  regime  to  GATT  provisions,  and  that  provide  for  market 
access  for  U.S.  and  other  CP  exports  commensurate  with  China's 
position  as  a  major  world  economy  and  trading  country.   China's 
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desire  to  negotiate  contracting  party  status  to  the  GATT  1947 
does  not  automatically  entitle  China  to  enter  either  GATT  or  the 
WTO  without  substantive  negotiations  to  bring  its  trade  regime 
into  conformity  with  GATT  provisions. 

Question  5:   It  is  our  understanding  that  the  cotton  marketing 
loan  program  and  all  of  its  components  is  subject  to  GATT  1994 
limits  concerning  internal  levels  of  agricultural  support.   Is 
this  accurate?   Is  it  correct  that  the  marketing  loan  program  and 
all  of  its  components  are  not  export  subsidies  under  GATT  1994? 

Answer;   You  are  correct.   The  cotton  marketing  loan  program  is 
not  considered  an  export  subsidy  under  GATT  1994.   Government 
support  provided  through  the  cotton  marketing  loan  will  be 
subject  to  the  limits  concerning  internal  support. 

Question  6:   Could  you  provide  a  chart  indicating  how  the 
Department  of  Agriculture  intends  to  implement  the  tariff ication 
provisions  affecting  cotton  imports  into  the  United  States? 
Specifically,  please  indicate  below-tariff  quantities  by  tariff 
number,  by  year,  and  explain  how  the  increased  access  given 
Mexico  under  the  NAFTA  will  fit  into  the  tariff-rate  quota  for 
cotton.   Also  please  indicate  how  the  above  quota  tariff  will  be 
applied  to  cotton  imports  from  GATT  members  and  from  Mexico. 
Finally,  please  indicate  how  cotton  exports  from  non-GATT 
members,  non-WTO  members,  and  specifically  the  PRC  and  Uzbekistan 
will  be  treated  if  the  GATT  implementing  legislation  were  to  be 
passed. 

Answer;   See  attached  chart. 
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From  Conaresswoman  Long 


Question;   Ambassador  Kantor,  in  reference  to  the  future  use  of 
Section  301,  U.S.  officials  have  not  been  clear  about  exactly 
what  ability  the  U.S.  would  have  to  use  301.   For  instance,  it  is 
my  understanding  that  you  have  said  we  can  use  it,  yet  you've 
also  said  we  could  not  unilaterally  raise  tariffs  or  take  other 
trade  measures  —  which  is  how  we  enforce  Section  301.   And 
recently,  Prime  Minister  Hosakowa  released  public  statements  to 
the  affect  that  Japan,  as  a  Member  of  the  World  Trade 
Organization,  no  longer  recognizes  the  United  States's  right  to 
this  action.   The  section  of  the  WTO  dispute  settlement  text  on 
"Strengthening  the  Multilateral  System"  seems  to  agree  with  Mr. 
Hosakowa.   My  question  is  this,  will  a  WTO  tribunal  be  ultimately 
responsible  for  deciding  if  such  unilateral  motions  will  or  will 
not  be  permitted?  And,  why  would  the  U.S.  take  this  chance? 

The  important  point,  however,  is  the  one  that  you  made  —  you 
think  the  U.S.  will  be  the  big  winner  —  that  other  countries 
will  violate  the  agreement  much  more  often  than  the  U.S.  and  that 
the  agreement  while  not  ensuring  total  sovereignty  preserves  the 
utmost  sovereignty. 

I  think  it  is  important  to  get  this  sovereignty  question  behind 
us  —  that  we  focus  on  the  positives  here  —  and  I  hope  that  my 
questions  and  your  responses  have  helped  to  clear  up  some  of  the 
confusion. 

Answer:   The  Uruguay  Round  Agreements  will  not  change  the  way  the 
United  States  conducts  Section  301  investigations  involving  an 
alleged  violation  of  a  WTO  Agreement.   Furthermore,  as  a  result 
of  the  Round,  Section  301  will  be  more  effective  in  addressing 
foreign  unfair  trade  barriers. 

Section  301  currently  requires  use  of  GATT  dispute  settlement 
procedures  when  the  matter  at  issue  involves  that  trade 
agreement.   This  will  remain  the  same  under  the  WTO.   Since  the 
coverage  of  the  WTO  is  broader  than  the  GATT,  the  effect  is  that 
more  Section  301  investigations  will  be  done  in  the  WTO  dispute 
settlement  context. 

If  a  matter  is  not  covered  by  a  WTO  Agreement  or  the  other 
country  involved  is  not  a  Member  of  the  WTO,  we,  of  course,  will 
not  use  WTO  dispute  settlement.   Furthermore,  with  non-WTO 
Members,  the  WTO  will  not  affect  the  decision  on  what  retaliatory 
action  we  might  take. 

With  respect  to  unilateral  actions  that  the  United  States  might 
take  in  the  future,  the  improved  WTO  dispute  settlement  system  is 
designed  to  address  the  need  for  such  actions.   Under  current 
GATT  dispute  settlement  rules,  we  have  sometimes  been  denied 
effective  recourse  for  resolving  problems  because  other  countries 
have  blocked  adoption  of  panel  reports  or  important  matters  were 
not  covered  by  the  Agreement.   The  new  dispute  settlement  system 
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has  stringent  time  limits  for  each  step  and  a  government  found  to 
be  in  violation  of  its  obligations  must  act  within  a  set  period 
to  remedy  the  problem  or  pay  compensation.   If  that  country's 
government  fails  to  act,  it  is  subject  to  retaliation. 

With  respect  to  retaliation,  if  the  United  States  is  using  the 
WTO  dispute  settlement  mechanism,  the  Dispute  Settlement  Body 
must  approve  our  request  to  act.   That  approval  is  automatic 
unless  there  is  a  consensus  to  disapprove  the  request. 

In  other  cases,  for  example,  where  the  United  States  is  seeking 
enforcement  of  a  right  under  a  bilateral  agreement,  we  can  take 
trade  action  that  is  not  covered  by  the  WTO  Agreements. 
Alternatively,  the  U.S.  Government  can  decide  that  the  matter  at 
issue  is  important  enough  to  take  an  action  that  is  inconsistent 
with  a  WTO  Agreement.   In  that  case,  the  other  government  can  go 
to  dispute  settlement  and  object  to  the  action  that  the  United 
States  chose  to  tcLke. 

As  to  why  the  United  States  would  choose  to  take  action 
inconsistent  with  a  WTO  Agreement,  it  is  a  question  of  the 
importance  of  the  issue  needing  resolution  and  the  steps 
necessary  to  induce  a  solution  to  a  significant  problem. 

Question:   Shouldn't  the  Department  of  Agriculture  be 
aggressively  planning  to  shift  the  emphasis  of  its  export  efforts 
from  reducing  commodity  surpluses  to  marketing  processed  and  high 
value  products?   In  addition,  should  this  goal  be  somehow 
accommodated  in  your  reorganization  plans  for  the  new 
International  Trade  Agency? 

Answer:   The  Foreign  Agricultural  Service  (FAS)  administers  and 
will  continue  to  administer  overseas  sales  of  bulk  agricultural 
commodities  through  various  programs  under  the  General  Sales 
Manager  (GSM)  of  the  Commodity  Credit  Corporation,  including  the 
Export  Enhancement  Program  (EEP)  and  GSM  credit  guarantee 
programs.   At  the  same  time,  FAS  has  been  at  the  forefront  of 
actively  promoting  high  value  and  value-added  U.S.  agricultural 
products  abroad  in  cooperation  with  U.S.  agricultural  producer 
organizations.   The  Market  Promotion  Program  (MPP)  is  a  major 
component  of  our  success  in  foreign  markets  in  promoting  high 
value  and  value-added  agricultural  products,  and  we  plan  to 
continue  to  use  it  aggressively. 
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From  Congressman  Kingston 

You  should  know  that  serious  concerns  remain  about  the  overall 
effect  of  the  GATT  agreement  on  the  U.S.  forest  products 
industry.   On  balance,  this  agreement  —  as  currently  written  — 
is  not  a  great  deal  for  the  forest  industries.   I  wanted  to  let 
you  know  of  my  concerns  now  so  we  can  try  to  address  some  of 
these  problems  as  Congress  and  the  Administration  draft  the  GATT 
implementing  legislation. 

Question:   Wood  Products 

o    USTR  has  worked  to  achieve  the  maximum  leverage  possible  in 
negotiations  with  Japan  on  wood  tariffs,  and  we  applaud 
their  commitment  and  their  efforts.   However,  if  the 
agreement  is  signed  as  it  currently  stands,  it  does  nothing 
for  the  wood  products  industry. 

o     In  fact,  it  does  less  than  nothing  because  it  allows  the 

Japanese  off  the  hook.   After  seven  years  of  negotiations  to 
eliminate  tariffs  on  wood  products,  Japan  agreed  to  do 
nothing  more  than  what  they  had  already  agreed  to  do  under 
the  previous  1990  301  agreement  —  a  50  percent  cut  in 
tariffs  over  5  years. 

o    And  when  Japan  refused  to  go  to  zero  tariffs,  18  other 

countries  pulled  back  from  their  zero  tariff  offers.   Japan, 
in  fact,  blocked  an  emerging  international  consensus.   This 
retreat  from  zero  tariffs  for  wood  products  results  in  a 
loss  of  $8.8  billion  in  potential  new  business. 

Answer:   We  pushed  extremely  hard  at  all  levels  of  government  to 
get  Japan  to  accept  zero/ zero  on  wood.   I  personally  raised  this 
with  Minister  Hata  on  several  occasions.   In  the  end,  it  proved 
impossible  to  achieve  as  part  of  the  Uruguay  Round. 

Japan  has  offered  a  50%  reduction  on  wood.   The  EC  offered  close 
to  a  50%  reduction  on  wood.   In  the  face  of  our  disappointment 
that  we  did  not  achieve  zero/ zero  on  wood,  we  adjusted  our  wood 
offer.   We  are  offering  about  a  1/3  cut  on  wood.   We  consulted 
with  our  industry  before  tabling  this  offer  and  believe  it  meets 
their  concerns. 

The  issue  of  Japan's  tariffs  on  wood  is  important.   We  will  work 
with  the  wood  industry  to  determine  how  we  can  make  progress 
bilaterally  now  that  the  Round  is  over. 

Question:   Paper  and  Paper  Products 

o    Agreement  was  reached  to  eliminate  tariffs  on  paper,  but 

over  ten  years  —  not  the  originally  anticipated  five  years. 
The  benefits  we  hoped  to  achieve  in  the  Round  are  greatly 
reduced  if  tariff  reductions  are  stretched  out  over  ten 
years  instead  of  five. 
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o    There  is  still  a  possibility  accelerated  staging  could  be 
achieved  if  enough  pressure  is  brought  to  bear  on  the 
European  Commission,  and  the  industry  is  making  every  effort 
to  assist  our  negotiators  in  that  undertaking.   However,  if 
they  are  not  successful,  U.S.  export  benefits  to  the  paper 
industry  are  reduced  by  $3.3  billion. 

o    This  situation  is  a  classic  example  of  how  American 
industry's  commitment  to  fair  and  free  trade  is  not 
reciprocated  by  our  trading  partners.   The  U.S.  paper 
industry  agreed  to  the  virtual  elimination  of  U.S.  tariffs 
back  in  the  Tokyo  Round.   The  EC  continued  to  impose  a  9 
percent  tariff  on  our  products.   At  the  same  time,  European 
industry  took  unfair  advantage  of  the  open  U.S.  market. 
Commerce  determined  European  paper  producers  were  dumping 
here  in  12990-91,  and  European  imports  have  surged  again  in 
1992-93.   Yet  the  Europeans  expect  this  industry  to  wait 
another  ten  years  for  a  level  playing  field. 

Answer:   We  achieved  zero/ zero  on  paper  with  staging  over  10 
years.   Key  participants  are  the  EC,  Japan,  Canada,  the  United 
States  and  Korea.   I  recognize  the  importance  to  the  paper 
industry  in  shorter  staging  for  the  zero/ zero.   We  have  pressed 
the  Europeans  to  agree  to  this,  but  so  far,  they  have  refused. 

The  issue  of  accelerating  the  elimination  of  paper  tariffs  can  be 
addressed  after  April  15.  Acceleration  of  the  staging  of 
existing  tariff  concessions  will  require  additional  authority 
from  Congress,  possibly  in  the  form  of  a  consultation/ layover 
procedure  similar  to  what  is  provided  for  NAFTA  acceleration. 
The  Administration  is  currently  consulting  with  Congressional 
staff  on  the  best  means  of  addressing  this  issue. 

Question:   "Greenlighting  of  Environmental  Subsidies" 

o    This  provision  would  allow  all  countries  to  offer  subsidies 
of  up  to  20  percent  of  the  cost  of  meeting  new  or  stricter 
environmental  regulations.   This  change  was  added  at  the 
eleventh  hour  without  consulting  any  of  USTR's  industry 
advisors.   It  greatly  concerns  me. 

o    I  understand  the  Agreement  limits  such  subsidies  to  a  series 
of  "one-time  measures"  to  cover  the  cost  of  adapting 
existing  facilities  to  new  environmental  regulations.   I  am 
concerned  about  how  we  can  limit  any  additional,  unintended 
benefits  to  U.S.  competitors,  such  as  increased  levels  of 
production  or  improved  cost  competitiveness. 

o     I  hope  the  Administration  will  work  with  me  and  other 

supporters  of  the  forest  products  industry  to  ensure  that 
these  subsidies  do  not  substantially  disadvantage  our 
industry. 
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Answer:   The  Administration,  like  you  and  your  constituents  in 
the  forest  products  industry,  wishes  to  ensure  that  no 
additional,  unintended  benefits  to  foreign  competitors  arise  from 
the  green  lighting  of  environmental  subsidies  under  the  Uruguay 
Round  subsidies  agreement.   In  his  testimony  before  each  and 
every  congressional  committee  regarding  the  Uruguay  Round 
Ambassador  Kantor  has  indicated  that  the  Administration  intends 
to  work  with  the  Congress  and  interested  industries  to  ensure 
that  our  implementing  legislation  clearly  and  narrowly  defines 
ambiguous  terms  in  the  green  light  provisions.   He  also  has  said 
that  we  intend  to  monitor  vigorously  in  Geneva  all  claims  for 
entitlement  to  green  light  status.   The  green  light  provision  is 
not  meant  to  be  a  loophole,  and  the  Administration  will  act  to 
ensure  that  it  does  not  become  one. 

Question:   Environmental  Work  Plan 

o    I  understand  a  key  element  of  the  environmental  work  program 
currently  being  developed  by  USTR  will  be  to  rewrite 
international  trade  rules  to  provide  a  legal  basis  for 
allowing  countries  to  enforce  international  environmental 
agreements  by  conditioning  market  access  on  a  country's 
compliance. 

o    I  am  concerned  that  these  "Green  Round  negotiations"  will 
not  be  subject  to  the  checks  and  balances  imposed  on  most 
negotiations  (e.g.,  negotiating  authority  will  not  be 
required  and  governmental  decision-making  will  not  be 
subjected  to  existing  industry  advisory  committee 
processes) . 

o    I  hope  that  is  not  the  case  because  I  believe  it  would  set  a 
dangerous  precedent  for  trade  agreements  to  be  negotiated  in 
the  dark.   I  trust  that  the  Administration  will  ensure  that 
any  trade  and  environmental  restrictions  are  clearly 
reviewed  and  vetted  through  industry  advisors  before  any 
action  is  taken. 

Conclusion 

o    We  need  to  have  these  concerns  fixed  before  the  implementing 
legislation  is  submitted  for  the  up  or  down  vote  so  we  can 
be  sure  that  this  agreement  protects  the  interest  of  the 
forest  products  facilities  in  my  district,  and  the  voters 
who  depend  on  them  for  a  living. 

Answer:   The  Administration  has  placed  a  high  priority  on 
bringing  environmental  considerations  into  the  multilateral 
trading  system.   We  believe  that  the  two  can  and  should  be 
mutually  reinforcing.   Unfortunately,  at  present  there  are  a 
number  of  situations  in  which  this  is  not  the  case.   For  example, 
some  international  environmental  agreements  to  which  many 
countries,  including  the  United  States,  are  signatories,  rely  on 
trade  restrictions  to  give  effect  to  the  agreement.   However,  it 
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is  not  at  all  clear  that  such  restrictions  would  be  found  to  be 
consistent  with  GATT  obligations,  despite  the  fact  that  they 
might  constitute  an  integral  part  of  a  treaty.   Beyond 
international  agreements,  the  United  States  has  a  number  of  laws 
which  rely  on  trade  measures  to  enforce  environmental  policies 
(such  as  the  Marine  Mammal  Protection  Act) .   Other  countries  find 
themselves  in  a  similar  situation.   This  has  led  to  the 
conclusion  that  a  systematic  examination  of  these  issues  is 
needed  in  the  new  WTO  to  determine  whether  any  adjustments  to  the 
rules  of  the  trading  system  are  necessary. 

The  process  of  review  and  vetting  of  our  approach  to  these  issues 
has  been,  and  will  continue  to  be,  open  and  transparent  to  all 
interested  parties,  including  industry  advisors.   With  respect  to 
your  particular  concern,  representatives  of  the  paper /forest 
products  industry  have  in  fact  directly  attended  most  of  our 
consultations  with  advisors  on  these  issues. 

In  order  to  ensure  systematic  consultations  with  all  interested 
private  sector  advisors,  the  President  has  just  approved  creation 
of  the  Trade  and  Environment  Policy  Advisory  Committee.   This 
advisory  group  will  provide  a  vehicle  for  industry  and 
environmental  organizations  to  jointly  advise  the  U.S.  Trade 
Representative  on  matters  relating  to  trade  and  environment. 
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BEFORE  THE 

COMMnTEE  ON  AGRICULTURE 

U.S.  HOUSE  OF  REPRESENTATTVES 


HEARING  ON  THE 

TRADE  AGREEMENTS  RESULTING'  FROM  THE  URUGUAY  ROUND 

OF  MULTILATERAL  TRADE  NEGOTIATIONS 

.      WRITTEN  STATEMENT  OF  THE  FLORAL  TRADE  COUNCIL 


March  25,  1994 


I.    ENTRODUCnON 

These  comments  are  submitted  on  behalf  of  the  Floral  Trade  Council,  in  conjunction 
with  the  House  Agriculture  Committee's  March  16,  1994  hearing  on  the  trade  agreements 
resulting  from  the  Uruguay  Round  of  Multilateral  Trade  Negotiations.  The  Floral  Trade 
Council  is  a  U.S.  trade  association  the  majority  of  whose  members  are  domestic  producers 
or  wholesalers  of  fresh  cut  flowers  in  the  United  States  and  is  located  at  1 152  Haslett  Road, 
Haslett,  Michigan  48840  (telephone  (517)  339-9765).  The  Floral  Trade  CouncU 
respectfiilly  requests  that  Congress  adopt  implementing  legislation  that  (1)  strengthens  the 
antidumping  law,  (2)  protects  U.S.  breeders'  rights  under  plant  variety  patents,  (3)  ensures 
country  of  origin  marking  for  fresh  cut  flowers,  and  (4)  directs  that  pesticide  residues  on 
imported  fresh  cut  flowers  be  studied.  The  Floral  Trade  Council  urges  Congress  to 
consider  the  following  comments  in  finalizing  implementing  legislation  for  the  Final  Act 
text. 

n.  ANTIDUMPING  DUTY  PROVISIONS 

The  United  States  is  a  net  importer  of  fresh  cut  flowers.  Over  the  past  twenty  years, 
the  U.S.  fresh  cut  flower  industry  has  competed  with  surging,  low-priced  imports  of  fresh 
cut  flowers.  Because  flowers  compete  in  the  U.S.  market  primarily  on  the  basis  of  price, 
the  result  has  been  the  loss  of  over  5,000  U.S.  cut  flower  growers  with  a  resulting  loss  of 
over  30,000  jobs.  For  these  reasons,  it  has  been  necessary  for  the  fresh  cut  flower  industry 
to  resort  to  various  trade  remedies,  including  the  antidumping  and  countervailing  duty  laws. 

As  early  as  1979,  Roses  Incorporated  filed  a  petition  which  established  that  rose 
imports  from  Israel  benefitted  from  countervailable  subsidies.  In  1982,  Roses  Incorporated 
filed  a  petition  alleging  that  roses  and  other  fresh  cut  flowers  from  Colombia  were  unfairly 
subsidized.  The  Fiord  Trade  Council  also  filed  petitions  in  1986,  which  established  that 
imports  from  various  countries  were  being  dumped  in  the  U.S.  market  or  unfairly 
subsidized.  After  proving  material  injury  by  reasons  of  those  imports,  the  Intemational 
Trade  Administration  ("ITA")  issued  a  series  of  antidumping  and  countervailing  duty 
orders  and  suspension  agreements  in  1987.  The  following  list  reflects  those  countries  with 
flowers  subject  to  orders  or  suspension  agreements  in  1994: 


130 


LIST  OF  OUTSTANDING  ANTIDUMPING/COUNTERVAILING 
DUTY  ORDERS/SUSPENSION  AGREEMENTS 

YEAR  ORDER/AGREEMENT  COUNTRY 

1981  countervailing  duty  order  Israel 

1983  countervailing  duty  suspension  agreement  Colombia 

1987  countervailing  duty  suspension  agreement  Colombia 

1 987  antidumping  duty  order  Colombia 

1987  antidumping  duty  order  Chile 

1987  countervailing  duty  order  Chile 

1987  countervailing  duty  suspension  agreement  Costa  Rica 

1987  antidumping  duty  order  Ecuador 

1987  countervailing  duty  order  Ecuador 

1987  antidumping  duty  order  Kenya 

1987  antidimiping  duty  order  Mexico 

1987  countervailing  duty  order  Netherlands 

1987  countervailing  duty  order  Peru 

On  February  14,  1994,  the  Floral  Trade  Council  filed  a  petition  with  the  International  Trade 
Administration  and  International  Trade  Commission  alleging  that  rose  imports  from 
Colombia  and  Ecuador  were  being  dumped  in  the  U.S.  market.  As  an  import  sensitive 
industry,  the  U.S.  fresh  cut  flower  industry  needs  strong  trade  remedies.  Given  the  number 
of  antidunping  duty  orders  outstanding  on  imported  flowers,  the  U.S.  fresh  cut  flower 
industry  has  a  particular  interest  in  Uruguay  Round  implementing  legislation  that  reflects 
its  concerns  regarding  the  final  agreement's  provisions  on  antidumping. 

Standing:  Implementation  of  Article  5  of  the  final  GATT  text  regarding  the 
initiation  of  antidumping  proceedings  could  significantly  affect  the  ability  fresh  cut  flowers 
growers  to  obtain  the  relief  envisioned  by  Congress.  Upon  receipt  of  a  petition,  Article  5 
will  require  the  International  Trade  Administration  to  conduct  a  pre-initiation  investigation 
which  examines  the  degree  of  "support  for,  or  opposition  to,  the  application  expressed  by 
domestic  producers  of  the  like  product."  Final  Text  at  Art.  5.4.  The  agency  must  determine 
that  the  application  has  been  made  "by  or  on  behalf  of  the  domestic  industry."  The  relevant 
test  is  whether  the  petition  is  supported  by  those  domestic  producers  whose  collective 
output  is  more  than  50  percent  of  total  production  of  the  like  product  produced  by  that 
portion  of  the  domestic  industry  expressing  their  support.  If  the  domestic  producers  in 
support  of  the  petition  constitute  less  than  25  percent  of  total  production  of  the  like  product 
produced  by  the  domestic  industry,  no  investigation  will  be  initiated. 

The  negotiators,  however,  recognized  that  the  pre-initiation  standing 
investigation  must  be  modified  when  the  petition  is  brought  on  behalf  of  a  fragmented 
industry.  Foomote  13  to  Article  5.4  explicitly  permits  the  use  of  statistically  valid  sampling 
techniques  to  determine  support  for  the  petition  filed  on  behalf  of  fragmented  industries 

-2- 
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with  an  exceptionally  large  number  of  producers.  Implementing  legislation  for  Article  5.4 
should  account  for  the  difficulty  of  domestic  producers  in  a  fragmented  industry,  such  as 
the  flower  industry,  to  establish  the  support  of  producers  responsible  for  over  25  percent  of 
total  production. 

The  U.S.  fresh  cut  flower  industry  is  comprised  of  hundreds  of  growers,  many  of 
which  are  small,  family-owned  and  operated  businesses.  As  explained  above,  the  U.S. 
fresh  cut  flower  industry  continues  to  experience  the  loss  of  growers.  To  date,  there  is  no 
known  comprehensive  list  of  U.S.  fresh  cut  flower  growers.  Hence,  without  the  ability  to 
sample,  flower  growers  might  not  be  able  to  satisfy  the  requirement  of  Article  5  on  an 
absolute  basis. 

In  the  legislative  history  to  the  implementing  legislation.  Congress  should  make 
it  clear  that  footnote  13  should  apply,  at  minimum,  to  fragmented  industries  such  as  the 
fresh  cut  flower  industry.  ITA  should  be  authorized  to  sample  in  order  to  determine  the 
support  for  a  petition.  As  the  Court  of  International  Trade  has  recognized: 

Unfair  trade  proceedings  are  very  expensive,  thus,  they  are  often 
brought  by  trade  associations  as  opposed  to  individuals.  Individuals 
may  file  petitions.  The  filing  of  a  petition  by  a  trade  association, 
however,  is  normally  some  indication,  in  itself,  of  industry  support. 
Certainly  it  is  unlikely  that  FTC  would  file  a  petition  if  the  majority 
of  its  members  opposed  it. 

Flotex  V.  United  States.  705  F.  Supp.  582,  587-88  (CIT  1989). 

Further,  a  certain  number  of  fresh  cut  flower  growers  are  either  related  to 
foreign  exporters/U.S.  importers  or  are  themselves  importers  of  fresh  cut  flowers.  For  this 
reason,  it  is  important  that  these  growers  are  excluded  from  any  poll  taken  to  determine 
support  for  a  petition.  Article  4.1  of  the  final  GATT  text  specifically  directs  the  agency  to 
exclude  from  the  definition  of  "domestic  industry"  producers  that  are  related  to  foreign 
exporters  or  importers  or  are  themselves  importers  of  the  allegedly  dumped  product. 
Congress  should  ensure  that  implementing  legislation  specifically  excludes  those  producers 
from  a  pre-initiation  standing  investigation.  Finally,  in  order  to  relieve  the  burden  on  the 
agency  and  expedite  the  proceedings,  ITA  should  be  able  to  rely  upon  an  affirmative 
allegation  of  standing  by  a  petitioner  (accompanied  by  evidence  that  the  petitioner  has 
obtained  the  minimum  support).  ITA  should  thereafter  conduct  a  pre-initiation  standing 
investigation  only  after  receiving  a  challenge  to  petitioner's  standing. 

Snnset:  Article  1 1  of  the  final  GATT  text  limits  the  duration  and,  necessarily, 
the  utility  of  antidumping  duty  orders.  Under  Article  11,  all  antidumping  duty  orders  will 
have  a  lifespan  of  only  five  years.  After  that  time,  the  agency  may  conduct  a  review  upon 
its  own  initiative  or  upon  a  "duly  substantiated  request"  by  the  domestic  industry.  The 
order  will  be  terminated  unless  the  agency  determines  that  the  expiration  of  the  order 
"would  be  likely  to  lead  to  continuation  or  recurrence  of  dumping  and  injury." 

As  recognized  by  Congress  and  the  courts,  antidumping  duty  proceedings  are 
extremely  costly  and  burdensome.  While  Article  1 1  may  balance  the  interests  of  domestic 
and  foreign  producers  of  manufactured  goods,  implementing  legislation  should  account  for 
the  needs  of  aU  domestic  industries,  including  agricultural  industries.  The  U.S.  fresh  cut 
flower  industry  cannot  financially  support  a  campaign  every  four  years  to  protect  cmcial 
orders.  Flowers  are  grown  year  round,  and  flower  production  is  labor  intensive.  Flower 
growers  do  not  have  in-house  counsel  or  trade  divisions  to  collect  market  research  data 
regarding  dumping  and  injury.  Many  growers  jeopardize  the  productivity  of 
family-operated  greenhouses  when  they  devote  their  time  and  energy  to  the  collection  of 
financial     data     for     submissions     to     the     International     Trade     Commission.      The 
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Administration  and  Congress  should  make  certain  that  sunset  reviews  are  not  unnecessarily 
complicated,  do  not  require  unnecessary  information  or  involve  unnecessary  expense  for 
domestic  producers.  For  these  reasons,  adoption  of  implementing  legislation  for  the  sunset 
provision  in  Article  1 1  should  reflect  the  limitations  of  U.S.  industries  in  need  of  a  strong 
antidumping  duty  law. 

First,  implementing  legislation  should  provide  that  all  existing  orders,  findings 
and  suspension  agreements  are  to  be  viewed  as  effective  for  "sunset"  reviews  from  the 
effective  date  of  the  World  Trade  Organization.  Likewise,  implementing  legislation  should 
specifically  provide  for  the  full  five  year  period  permitted  under  Article  1 1  before  sunset 
reviews  are  required.  Second,  a  "duly  substantiated  request"  by  the  domestic  industry  for  a 
sunset  review  should  not  require  petitioner  to  file  the  equivalent  of  a  new  petition.  Rather, 
ITA  should  accept,  inter  alia,  evidence  of  dumping  margins  in  any  previous  review  as 
sufficient  evidence  of  the  likelihood  of  the  continuation  or  recurrence  of  dumping.  It  can  be 
expected  that  foreign  producers  have  an  incentive  to  curtail  dumping  during  the  fourth  year 
of  the  order  prior  to  a  sunset  review.  Thus,  ITA  should  not  revoke  an  order  solely  on  the 
basis  of  lack  of  dumping  during  the  fourth  year.  Likewise,  with  sufficient  evidence  of 
dumping,  it  should  be  presumed  that  dumping  causes  injury  to  the  domestic  industry  for 
purposes  of  initiating  a  sunset  review.  The  Intemational  Trade  Commission  should  also 
presume  that  imports  will  increase  where  there  is  undemtilized  capacity  in  the  exporting 
countries  or  plans  to  increase  capacity.  Such  presumptions  could  be  rebutted  by  evidence 
submitted  by  parties  seeking  revocation  of  the  order,  but  otherwise  would  require  the 
agencies  to  continue  orders  in  force. 

Finally,  foreign  producers  should  have  the  burden  to  establish  affirmatively  that 
continued  or  recurring  dumping  is  not  likely.  Current  U.S.  law  provides  for  the  revocation 
of  antidumping  duty  orders  or  findings  under  certain  circumstances;  (a)  cessation  of 
dumping  and  (b)  changed  circumstances.  Foreign  producers  have  the  burden  of  persuasion 
under  existing  law  where  changed  circumstances  are  claimed  (unless  the  issue  is  lack  of 
ongoing  interest  by  the  domestic  industry).  Since  much  of  the  information  relevant  to  the 
dumping  inquiry  is  in  the  possession  of  the  foreign  producers  and  since  dumping  has  not 
ceased,  current  U.S.  law  reasonably  allocates  burden.  The  implementing  legislation  should, 
therefore,  require  foreign  producers  to  establish  entitlement  to  revocation. 

Compensation:  As  both  the  standing  and  sunset  provisions  of  the  final  text 
substantially  limit  the  relief  available  from  injurious  dumping.  Congress  should  consider 
whether  the  antidumping  duty  law  can  continue  to  be  useful  tool  as  it  is  currently 
administered.  Relief  is  generally  made  available  only  after  imports  have  caused  a 
devastating  amount  of  damage,  evidenced  by  yearly  losses,  bankruptcies,  closed  factories, 
forced  layoffs  of  significant  numbers  of  employees,  reduced  investments  in  research  and 
development,  and  capital  expenditures.  Yet,  neither  the  GATT  nor  U.S.  law  requires 
industries  to  exhibit  such  an  extreme  level  of  injury  before  relief  is  available.  The 
Intemational  Trade  Commission  should  be  encouraged  to  reconsider  its  current 
interpretations  of  the  antidumping  statute  so  that  relief  is,  in  fact,  made  available  early 
enough  to  be  useful. 

More  importantly,  petitioners  and  those  in  support  of  the  petition  should  receive 
all  duties  finally  collected  by  Customs  under  the  orders.  Such  funds  would  (a)  provide  a 
powerful  disincentive  to  foreign  producers  to  continue  dumping  (as  all  such  dumping  duties 
would  flow  to  the  domestic  producers),  (b)  offset  the  ability  of  related  party  importers  to 
pay  antidumping  duties  without  passing  them  on  to  an  uruelated  purchaser,  and  (c)  allow 
the  injured  industry  to  regain  its  position  in  the  U.S.  market  or  channel  the  funds  to  develop 
alternative  products. 


-4- 


133 


In  this  regard,  Congress  should  note  that  GATT  Article  VI  does  not  prohibit  the 
payment  of  dumping  duties  collected  to  the  petitioner  and  those  in  support  of  the  petition. 
While  some  may  argue  that  such  funds  are  a  form  of  subsidy,  even  assuming  arguendo 
potential  actionability  (not  clear  under  Article  2  of  the  Uruguay  Round  Final  Act  Subsidy 
Agreement),  such  payments  would  not  be  prohibited.  Based  on  the  first  annual  report  from 
the  Customs  Service  and  the  Department  of  Commerce  (covering  fiscal  year  1992), 
potential  duties  paid  to  domestic  industries  would  be  about  $351  million/year  (using  fiscal 
year  1992  as  typical).  While  not  a  significant  amount  of  money  to  the  Federal  Government, 
such  amounts  would  be  important  to  the  domestic  producers  facing  continued  dumping. 

Constrocted  value:  In  order  to  calculate  a  margin  of  dumping,  Congress  has 
directed  ITA  to  compare  the  U.S.  price  of  the  imported  goods  to  the  "foreign  market  value" 
of  the  merchandise.  The  statute  provides  three  possible  bases  for  foreign  market  value:  (1) 
the  price  paid  in  the  home  market,  (2)  the  price  paid  in  a  third  country  market,  or  (3)  the 
constmcted  value  of  the  merchandise.  19  U.S.C.  §  1677b.  The  statute  defines  "constmcted 
value"  as  the  cost  of  manufacturing/cultivation  plus  general,  selling,  and  administrative 
costs,  plus  profit.  19  U.S.C.  §  1677b(e)(l).  The  statute  also  specifies  that  general  expenses 
are  not  to  be  less  than  10  percent  of  the  cost  of  manufacturing/cultivation  and  that  profit  be 
not  less  than  8  percent  of  the  cost  of  manufacturing/cultivation  plus  general  expenses. 

The  final  GATT  text  eliminates  the  statutory  minimum  general  expenses  and 
profit  amounts  in  Article  2.2.2.  Article  2.2.2  requires  that  "amounts  for  administrative 
selling  and  any  other  costs  and  for  profits"  be  based  on  actual  data  pertaining  to  production 
and  sales  in  the  ordinary  course  of  trade  of  the  like  product  by  the  exporter  or  producer. 
These  changes  are  troublesome  given  that,  unlike  sales  prices,  constructed  value  has  been 
viewed  as  being  particularly  susceptible  to  manipulation.  The  elimination  of  a  statutory 
minimum  amount  of  general  expenses  and  profit  heightens  these  concerns. 

Implementing  legislation  should  address  two  issues.  First,  by  definition,  profit 
cannot  be  earned  on  below  cost  sales.  Yet,  under  FTA's  current  practice,  ITA  will  use  all 
sales,  whether  or  not  below  cost,  to  determine  if  the  profit  amount  is  above  the  8  percent 
statutory  minimum.  See  Antifriction  Bearings  from  Various  Countries.  58  Fed.  Reg. 
39,729,  39,751  (Dep't  Comm.  1993)  (Final  Results  Admin.  Rev.).  The  result  is  to  dilute 
the  amount  of  profit  earned  on  sales  made  in  the  ordinary  course  of  trade,  thereby  reducing 
constructed  value  and  the  dumping  margin.  In  implementing  legislation.  Congress  should 
specifically  prohibit  ITA  from  using  profit  amounts  that  were  based  on  both  above  cost  and 
h«low  cost  sales.  According  to  Article  2.2.2.,  the  profit  figure  is  to  be  based  on  actual  data 
pertaining  to  production  and  sales  in  the  ordinary  course  of  trade. 

For  example,  in  the  case  of  perishable  products  such  as  flowers,  ITA  currently 
applies  a  modified  cost  test  to  determine  if  flowers  are  being  sold  in  the  home  or  third 
country  markets  at  prices  below  the  cost  of  production.  See  19  U.S.C.  §  1677b(b).  FTA 
will  use  all  sales  sold  if  less  than  50  percent  of  respondent's  sales  were  below  cost  of 
production.  If  between  50  to  90  percent  of  respondent's  sales  were  below  cost  of 
production,  ITA  would  disregard  only  the  below  cost  sales.  If  over  90  percent  of 
respondent's  sales  were  below  cost  of  production,  ITA  wiU  not  use  any  of  those  sales  as  a 
basis  for  foreign  market  value  and  would  use,  instead,  constructed  value.  See  Certain  Fresh 
Cut  Flowers  from  Mexico.  57  Fed.  Reg.  7732,  7733  (Dep't  Comm.  1992)  (Prelim.  Results 
Admin.  Rev.).  Implementing  legislation  should  require  respondents  to  report  actual  profits 
on  production  and  sales  in  the  "ordinary  course  of  trade"  which  excludes  those  sales 
excluded  under  the  cost  test.  Further,  Section  1677(15)  defining  "ordinary  course  of  trade" 
should  specifically  exclude  sales  below  cost.  19  U.S.C.  §  1677(15). 
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Second,  the  profit  earned  by  a  related  importer  should  be  recognized  in  the 
dumping  margin  calculation.  In  reporting  U.S.  sales,  exporters  with  related  importers  must 
report  the  sales  price  paid  by  the  first  unrelated  purchaser  (or  the  importer's  resale  price). 
This  resale  price  is  a  proxy  for  the  f.o.b.  foreign  port  price  that  would  have  been  paid  by  an 
unielated  importer.  On  a  sale  from  an  exporter  to  a  related  importer,  the  reported  U.S.  price 
will  reflect  both  the  exporter  and  the  importer's  profit  on  that  sale.  On  a  sale  from  an 
exporter  to  an  unrelated  importer,  the  reported  U.S.  price  will  reflect  only  the  exporter's 
profit.  Thus,  it  is  necessary  to  deduct  the  related  importer's  (or  reseller's)  profit  from  the 
U.S.  sales  price  for  a  fair  comparison. 

Despite  the  fact  that  many  other  countries  deduct  reseller  profit,  ITA  has 
refrained  from  making  the  deduction  because  it  is  not  specifically  provided  for  under  U.S. 
law.  See  Antifriction  Bearings  from  Various  Countries.  58  Fed.  Reg.  at  39,778.  In 
implementing  legislation.  Congress  should  amend  19  U.S.C.  §  1677a(d)  &  (e)  to  direct  ITA 
to  deduct  the  reseller's  profit  from  U.S.  sale  price. 

in.  INTELLECrUAL  PROPERTY  RIGHTS 

Article  27  of  the  Agreement  on  Trade-Related  Aspects  of  Intellectual  Property 
Rights  requires  Members  to  provide  for  the  protection  of  plant  varieties  "either  by  patents 
or  by  an  effective  sui  generis  system  or  by  any  combination  thereof."  U.S.  growers  do  not 
generally  "own"  their  flowering  plants.  For  example,  rose  plants  are  leased  or  rented  from 
companies  that  hold  patents.  Patents  aie  enforced  in  the  United  States  by  frequent  on-site 
inspections  to  determine  whether  new  plants  are  being  propagated  from  the  leased  plants 
without  payment  of  royalties. 

U.S.  breeders  have  limited  ability  to  enforce  their  patents  on  plants  in  foreign 
countries.  By  monitoring  the  volume  of  flowers  imported  from  a  given  country  versus  the 
royalty  payments,  patent  holders  could  detect  cheating.  But,  flowers  are  not  even  marked 
with  country  of  origin  information.  As  a  result,  U.S.  patentholders  cannot  determine 
whether  imported  merchandise  is  being  propagated  and  sold  without  payment  of  royalties. 
Thus,  breeders  have  an  incentive  to  collect  much  lower  royalties  from  foreign  growers  in 
order  to  obtain  any  payments  at  all.  In  contrast,  U.S.  flower  growers  face  high  royalties  for 
patented  flowers.  U.S.  growers'  royalty  payments  can  be  as  high  as  $10  of  a  $10.50  plant, 
depending  on  the  type  of  plant.  More  typically,  the  royalty  on  a  rose  plant  is  likely  to  be 
$.65  of  a  $3.00  plant  (including  royalty).  This  situation  also  translates  into  a  competitive 
disadvantage  for  U.S.  growers  that  do  pay  substantial  royalties. 

An  important  objective  of  the  TRIPS  agreement  is  to  "promote  effective  and 
adequate  protection  of  intellectual  property  rights."  Part  I.  Toward  this  end.  Congress 
should  direct  the  Administration  to  investigate  and  report  on  the  enforcement  of  patent 
rights  on  plant  varieties.  The  following  language  is  suggested: 

In  order  to  obtain  complete  information  on  whether  foreign  flower 
growers  ignore  U.S.  patents  or  pay  lower  royalty  payments,  it  is 
envisioned  that  an  agency,  such  as  the  U.S.  International  Trade 
Commission  or  U.S.  Department  of  Agriculture,  will  issue  an 
annual  report  for  five  years  which  reviews,  inter  alia.  (1)  fresh  cut 
flower  exporting  countries  that  recognize  U.S.  breeders'  rights  to 
patented  plant  varieties  under  domestic  law,  (2)  fresh  cut  flower 
exporting  countries  that  adhere  to  bilateral  or  multilateral  treaties 
recognizing  patent  protection  of  plant  varieties,  (3)  royalty 
payments  made  by  U.S.  growers  as  compared  to  foreign  fresh  cut 
flower  growers/exporters. 
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IV.  COUNTRY  OF  ORIGIN  MARKING 

U.S.  law  requires  that  merchandise  imported  into  the  United  States  be  marked 
with  country  of  origin  information.  19  U.S.C.  §  1304.  Under  §  1304(a)(3)(J),  fresh  cut 
flowers,  however,  have  been  excepted  from  this  requirement  under  Customs'  "J-List"  of 
articles  since  1939.  19  C.R.F.  §  134.33.  Only  the  immediate  container  in  which  the 
imported  flower  ordinarily  reaches  the  ultimate  purchaser  must  be  marked  with  country  of 
origin  information.  19  U.S.C.  §  1304(b).  In  practice,  only  the  box  or  other  container  of 
imported  flowers  will  be  marked,  if  at  all.  Imported  flowers  are  taken  out  of  these 
containers  either  by  wholesalers  or  retailers  (including  grocery  stores)  before  resale  to 
consumers.  Hence,  the  ultimate  purchaser  rarely  sees  the  country  of  origin  designation  on 
imported  flowers. 

If  the  box  or  other  container  of  imported  flowers  is  marked,  the  information  is 
often  incorrect  or  misleading.  For  example,  some  containers  have  been  marked  with  the 
location  of  corporate  headquarters  or  location  of  the  importer  as  the  "country  of  origin." 
Some  flowers  are  even  being  repackaged  in  the  United  States  and  labeled  "made  in 
California."  Indeed,  Customs  has  noted  in  Information  Bulletin  No.  90-91  (11/28/90)  that, 
through  examination  of  fresh  cut  flower  imports,  "some  containers  show  a  U.S.  address  and 
bear  no  country  of  origin  marking."  Under  these  circumstances.  Customs,  the  patent 
holder,  and  the  ultimate  purchaser  may  not  know  the  actual  country  of  origin  of  imported 
fresh  cut  flowers.  Of  those  sleeves  with  country  of  origin  marking,  the  ultimate  consumer's 
ability  to  determine  country  of  origin  is  frustrated.  When  flowers  are  placed  in  a 
refrigerated  room  in  buckets,  country  of  origin  marking  on  the  bottom  of  the  sleeve  in  dark 
printing  is  not  conspicuous  to  ultimate  purchasers. 

Congress  removed  three  types  of  merchandise  from  the  J-List  in  the  Trade  and 
Tariff  Act  of  1984  to  address  a  similar  problem:  (1)  certain  pipe  and  fittings,  (2) 
compressed  gas  cylinders,  and  (3)  certain  manhole  rings  or  frames,  covers,  and  assemblies 
thereof.  19  U.S.C.  §§  1304(c),  (d),  &  (e).  The  legislative  history  of  that  amendment 
indicates  that  significant  evasion  of  the  law  prompted  Congress  to  amend  the  scope  of  the 
J-List  because  conspicuous  marking  included  marking  the  underside  of  a  manhole  cover. 
1984  U.S.  Code  Cong.  &  Admin.  News  4941-42.  For  these  reasons.  Congress  should 
specifically  remove  flowers  from  the  J-List  and  impose  more  specific  marking 
requirements,  such  as  tagging  every  sixth  stem.  The  following  language  is  suggested: 

(f)  MARKING  OF  FRESH  CUT  FLOWERS.  -  No  exception  may 
be  made  under  subsection  (a)(3)  of  this  title  with  respect  to  fresh  cut 
flowers  which  shall  be  marked  with  the  English  name  of  the  country 
of  origin  by  means  of  tagging  the  stems  if  imported  without 
sleeving  or  packaging,  or  by  means  of  printed  sleeving  or  other 
packaging  if  imported  with  sleeving  or  packaging. 

In  sum,  there  appears  to  have  been  significant  evasion  of  the  law  with  regard  to  the  marking 
of  fresh  cut  flowers.  Because  current  law  requires  that  only  the  outermost  container  in 
which  the  imported  flower  ordinarily  reaches  the  ultimate  purchaser  must  be  marked  with 
country  of  origin,  only  the  box  is  so  marked.  This  requirement  has  been  interpreted  by 
exporters  to  require  country  of  origin  marking  of  the  box  containing  flowers.  If  the  box  or 
other  container  of  imported  flowers  is  marked,  the  information  is  often  incorrect  or 
misleading.  Hence,  the  law  should  provide  for  correct  marking  in  order  to  safeguard  U.S. 
producers  and  breeders'  interests. 
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V.  PESTICIDE  RESIDUES 

U.S.  pesticide  registration  requirements  discourage  the  marketing  of  safer,  more 
effective  pesticides  which  are  avjiilable  to  foreign  growers,  but  not  U.S.  growers.  Foreign 
flower  growers,  however,  are  permitted  to  use  more  effective,  yet  extremely  toxic, 
pesticides  than  U.S.  flower  growers.  As  a  result,  misuse  of  pesticides  has  been  associated 
with  flower  production  in  Colombia,  a  chief  comf)etitor  in  the  U.S.  market.  For  example,  a 
National  Public  Radio  report  has  suggested  that  not  only  does  the  use  of  pesticides  in 
Colombia  endanger  workers,  but  they  may  be  contaminating  the  water  table.  See  Morning 
Edition.  National  Public  Radio  (Oct.  12.  1992);  Kendall,  Financial  Problems  Take  The 
Bloom  Off  A  Colombian  Success  Story.  Fin.  Times  28  (9/14/93)  ("The  heavy  use  of 
pesticides  —  required  if  flowers  are  to  meet  most  import  standards  -  has  caused  health  and 
environmental  problems.").  Although  pesticide  misuse  in  foreign  cut  flower  production  has 
been  reported  to  cause  harm  to  workers  and  the  environment,  the  U.S.  Department  of 
Agriculture  has  not  recently  reviewed  the  consumer  safety  issue  of  pesticide  residues  on 
imported  fresh  cut  flowers. 

In  the  late  1970's,  the  U.S.  government  reported  on  the  potential  harm  to  U.S. 
florists  and  consumers  of  pesticide  residues  left  on  imported  flowers.  In  Febmary  1993,  the 
Floral  Trade  Council  requested  information  updating  the  U.S.  Department  of  Agriculture's 
finding  of  potentially  dangerous  pesticide  residues  on  imported  fresh  cut  flowers  in  the  late 
1970's.  According  to  information  released  pursuant  to  a  Freedom  of  Information  Act 
request,  a  comprehensive  residue  analysis  of  imported  flowers  has  not  been  conducted  since 
1983.  The  1983  study  found  that,  although  Plant  Protection  and  Quarantine  ("PPQ") 
officers  were  not  in  danger  of  "high  exposure  pesticide  risk,"  PPQ  officers  were  to  use 
"Organic  Vapor  Monitoring  Badges"  to  monitor  exposure  levels. 

In  establishing  the  Multilateral  Trade  Organization,  Members  sought  to  raise 
standards  of  living  and  to  "protect  and  preserve  the  environment  and  enhance  the  means  for 
doing  so  in  manner  consistent  with  their  respective  needs  and  concerns  at  different  levels  of 
economic  development."  Agreement  Establishing  The  MTO,  at  Introduction.  Congress  can 
see  to  this  important  objective  by  requiring  the  U.S.  Department  of  Agriculture  to  update  its 
study  of  pesticide  residues  on  imported  fresh  cut  flowers. 

Respectfully  submitted, 

FLORAL  TRADE  COUNCIL 
Timothy  J.  Haley,  President 

Terence  P.  Stewart 
James  R.  Cannon,  Jr. 
Amy  S.  Dwyer 
STEWART  AND  STEWART 
808  Seventeenth  Street,  N.W. 
Washington,  DC  20006 
Telephone:  (202)  785-4185 

Special  Counsel  to  the 
Floral  Trade  Council 
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Testimony  submitted  to  the  Committee  on  Agriculture,  U.S.  House  of  Representatives,  to 
be  included  in  the  record  of  the  hearings  held  April  20,  1994  in  Washington,  D.C. 


Because  of  the  potentially  devastating  effect  h  hich  the  GATT  agreement  will  have 
upon  New  England  egg  producers,  the  New  England  Brown  Egg  Council  welcomes  this 
opportunity  to  submit  testimony. 

Our  Council  is  a  trade  association  representing  virtually  every  producer  of  brown 
eggs  in  the  six  New  England  states.  Our  offices  are  located  at  77  Water  Street, 
Hallowell,  Maine  04347;  our  mailing  address  is  Post  Office  Box  G,  Augusta,  Maine 
04330. 

New  England's  brown  eggs  are  produced  on  small  family  farms  and  medium  and 
large  production  complexes  through  the  region.  There  are  six  major  packing  firms 
which  process  the  vast  majority  of  these  eggs  for  retail: 

DeCoster  Egg  Farms,  Turner,  Maine 

Dorothy  Egg  Farms,  Windirop,  Maine 

Kofkoff  Egg  Farms,  Lebanon,  Connecticut 

Mountain  Tfollow  Farms,  Manchester,  New  Hampshire 

Southern  New  England  Eggs,  Franklin,  Connecticut 

Westminster  Egg  Farms,  Westminster,  Massachusetts 

New  England  represents  approximately  3.3  percent  of  the  nation's  egg  production, 
with  9.3  million  hens  producuig  2.5  billion  eggs  annually.  The  proportion  of  New 
England's  egg  industry  to  the  national  egg  industry  --  slightly  over  3%  -- 
is  smiilar  to  the  ratio  of  New  England's  human  population  to  the  total  U.S.  populace.  In 
other  words,  the  egg  industry  is  no  more  -  and  no  less  -  important  in  New  England 
than  in  the  country  as  a  whole. 

What  is  significant,  however,  is  the  importance  of  New  England  to  the  nation's 
exports  of  eggs,  and  the  importance  of  these  exports  to  New  England's  egg  industry. 

Of  the  approximately  70  million  dozen  eggs  exported  last  year  by  the  United  States, 
approximately  one-half  of  these  exports  came  from  New  England.  This  apparent 
anomaly  results  from  the  significance  of  egg  shell  color.  The  majority  of  the  world's 
population  consumes  brown  eggs,  from  the  strains  of  layer  hens  which  produce  these 
Drown  shell-colored  eggs.  New  England  is  the  only  region  of  the  United  States  with 
significant  brown  egg  production,  going  back  to  the  days  of  the  Yankee  Clipper  ships, 
when  crews  brought  brown-egg  laying  hens  back  from  China. 

Because  of  this  international  preference  for  brown  eggs,  particularly  in  the  Pacific 
rim  nations.  New  England  eggs  have  for  years  been  aggressively  exported.  U.S.  traders 
years  ago  established  Hong  Kong,  one  of  the  major  importers  of  eggs,  as  a  major 
customer  for  New  England  brown  eggs.  In  the  1980's,  however,  die  nations  of  Western 
Europe,  seeking  to  support  high  domestic  agricultural  production  through  export 
subsidies,  displaced  U.S.  egg  sales  to  Hong  Kong.  The  major  European  (EU)  egg 
exporters  have  been  the  Dutch. 
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As  members  of  the  Subcomminee  are  well  aware,  the  United  States  countered  the 
European  export  subsidies  with  our  Export  Enhancement  Program(EEP),  which  has  had 
marked  success  and  without  which  the  GATT  aereement  never  would  have  been 
reached.  However,  the  EEP  did  not  initially  include  table  eggs;  when  it  did,  several 
revisions  and  adjustments  were  necessary  to  make  the  EEP  workable.  U.S.  egg  exports 
therefore  did  not  increase  significantly  until  1990.  Since  that  time,  U.S.  egg  exports 
under  the  EEP  have  reached  approximately  60  million  dozen  a  year. 

The  GATT  agreement,  however,  set  1986-90  as  the  base  period.  This  places  U.S. 
eggs  at  an  incredible  disadvantage.  The  agreement  was  modified,  prior  to  signing  (Blair 
House  II)  to  incorporate  a  base  period  of  1991-92  for  the  first  year  of  implementation  of 
the  GATT  agreement,  with  the  permissible  level  of  "subsidized  egg  exports"  in  the  final 
year  remaimng  the  same  as  agreed  to  earlier. 

In  millions  of  dozens,  the  levels  of  subsidized  egg  exports  under  GATT  are  now  as 
follows: 

EU.  U.S. 

Present  levels  of  exports  (1993  estimates) 
Permissible  levels,  first  year  of  GATT 
Permissible  levels,  final  year  of  GATT 

As  the  graph  below  indicates,  the  E.U.  will  proceed  from  a  current  advantage  of  2.5 
to  I  to  an  advantage  of  5  to  1  in  1995  and  nearly  20  to  1  by  the  year  2000. 
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While  this  agreement  is  clearly  to  the  disadvantage  of  U.S.  egg  producers,  it  is  more 
than  unfair  to  New  England's  brown  egg  producers.  To  us,  it  is  devastating. 

The  GATT  agreement  clearly  calls  for  a  50%  reduction  in  U.S.  egg  exports  in  1995. 
To  the  U.S.  egg  industry  in  total,  this  means  a  loss  of  1.5%  of  total  sales.  If  production 
levels  remain  constant,  this  will  mean  a  drop  of  7-8  cents/dozen  in  the  wholesale  price 
for  eggs,  which  will  mean  disaster  for  many  producers  (who  are  already  looking  at  a 
tough  year  in  1995). 

New  England  brown  egg  producers,  however,  currently  export  ahnost  20%  of  their 
eggs  under  the  EEP.   In  1995.  therefore,  they  are  looking  at  a  loss  of  10%  of  their  total 
sales.   Because  the  domestic  demand  for  brown  eggs  is  inelastic  and  other  export 
opportunities  are  limited,  the  GATT  agreement  wifi  force  a  major  reduction  m  New 
England's  egg  production.   The  first  to  feel  these  reductions  will  be  the  family  farms, 
which  are  less  cost-efficient  than  the  larger  complexes.  There  will  also  be  significant 
losses  of  jobs  in  related  industries.  In  Portland,  Maine,  for  instance,  eggs  are  now  the 
largest  single  cargo  shipped  from  that  harbor. 

We  recognize  that  the  Congress  cannot  call  for  re-negotiation  of  the  GATT 
agreement.  We  ask,  however,  that  the  Congress'  ratification  of  this  agreement  be  made 
contingent  upon  a  number  of  measures  designed  to  limit  the  effect  of  this  agreement 
upon  New  England's  egg  producers. 

Such  measures  could  include: 

1.  Agreement,  to  be  obtained  bv  the  U.S.  Trade  Representative,  for  the  E.U.  to  cease 
payment  of  the  "restitution  differential"  to  its  egg  exporters. 

This  "differential"  was  established  by  the  E.U.  to  retain  the  upper  hand  for  hs  egg 
exports  in  countries  where  U.S.  egg  exporters  are  working  witn  the  EEP.   Now, 
however,  once  U.S.  egg  exports  in  a  given  year  have  reached  the  level  permitted  by 
GATT,  there  is  no  justification  for  continued  payment  by  the  E.U.  of  the 
differential.  This  is  an  unpublicized  issue  within  the  E.ll.  and  has  not  been 
addressed  in  the  GATT  negotiations. 

2.  Full  use  of  the  EEP  until  the  GATT  limitations  take  effect.  U.S.  egg  exporters  are 
preparing  to  fight  aggressively  for  sales  when  the  EEP  is  scaled  down.  Tney  should 
not  be  undermined  by  premature  reductions  of  the  EEP. 

3.  Expanded  use  of  non-branded  Market  Promotion  Program  funds.  This  will  enable 
U.S.  egg  exporters  to  retain  some  sales  of  eggs  for  m  hich  EEP  assistance  is  being 
withdrawn. 

In  the  weeks  ahead,  our  Council  will  be  developing  other  possible  methods  of 
counteracting  the  impact  of  GATT  upon  New  England's  ege  producers,  and  we 
look  forward  to  working  with  the  Committee  on  Foreign  Afrairs  in  this  regard. 
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REVIEW  OF  THE  URUGUAY  ROUND  GATT 
AGREEMENT  IMPLICATIONS  FOR  AGRICUL- 
TURAL TRADE 


WEDNESDAY,  APRIL  20,  1994 

House  of  Representatives, 
Committee  on  Agriculture, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  10:05  a.m.,  in  room 
1300,  Longworth  House  Office  Building,  Hon.  E  (Kika)  de  la  Garza 
(chairman  of  the  committee)  presiding. 

Present:  Representatives  Stenholm,  Volkmer,  Johnson,  Sarpalius, 
Long,  Peterson,  Minge,  Pomeroy,  McKinney,  Baesler,  Thurman, 
Lambert,  Roberts,  Emerson,  Gunderson,  Lewis,  Smith  of  Oregon, 
Combest,  Allard,  Barrett,  Nussle,  Ewing,  Doolittle,  Kingston, 
Goodlatte,  Dickey,  Pombo,  Canady,  and  Smith  of  Michigan. 

Staff  present:  Gary  R.  Mitchell,  minority  staff  director;  William 
E.  O'Conner,  Jr.,  minority  policy  coordinator;  John  E.  Hogan,  mi- 
nority counsel;  Dale  More,  minority  legislative  coordinator;  Glenda 
L.  Temple,  clerk;  Anita  R.  Brown,  James  A.  Davis,  and  Lynn  Galla- 
gher. 

OPENING  STATEMENT  OF  HON.  E  (KIKA)  de  la  GARZA,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  TEXAS 

The  Chairman.  The  committee  will  be  in  order. 

We  just  had  a  call  for  a  recorded  quorum  call  so  I  will  recess  the 
committee  and  we  will  return  as  promptly  as  possible  to  begin  the 
session  of  this  morning. 

The  committee  will  stand  in  recess. 

[Recess  taken.] 

The  Chairman.  The  committee  will  resume  its  sitting. 

I  might  advise  our  guests  and  witnesses  for  this  morning  that 
you  may  have  to  bear  with  us.  If  today  is  similar  to  what  it  was 
yesterday,  there  is  going  to  be  a  vote  on  every  amendment  that  is 
proposed  on  the  floor  and  we  may  have  to  be  running  back  and 
forth.  So  we  will  expedite  as  much  as  we  can.  But  I  do  want  to  ad- 
vise you  that  we  may  have  to  run  back  and  forth  on  votes. 

We  meet  today  to  follow  up,  as  has  been  promised  and  has  been 
our  custom,  on  movement  in  the  GATT.  It  now  has  been  finalized 
by  the  signing  thereof  in  Marrakesh  last  week.  I  say  finalized  of 
sorts,  mind  you,  in  parentheses. 

The  administration  provided  their  views  on  what  the  agricultural 
agreement — the  section  on  agriculture — what  it  accomplishes  for 
our  Nation  and  for  our  agricultural  sector.  They  said,  among  other 
things,  it  will  reduce  tariffs  on  all  agricultural  products,  provide 
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minimum  access  levels  for  American  products  into  previously 
closed  foreign  markets  and  ensure  that  sanitary  and  phytosanitary 
standards  are  science-based. 

According  to  them,  by  the  year  2005,  the  Uruguay  Round  will  in- 
crease United  States  agricultural  exports  up  to  or  around  $8  to  $9 
billion  and  it  will  add  approximately  190,000  export-related  jobs 
and  raise  farm  income  by  $2.5  billion. 

The  witnesses  today  represent  a  range  of  all  who  have  worked 
in  this  endeavor  and  their  respective  viewpoints  on  the  economic 
effect,  the  pros  and  the  cons. 

I  know  that  the  budget  issue  is  a  major  item  that  we  will  have 
to  look  at  in  the  implementing  legislation.  There  are  some  who  are 
concerned,  a  concern  I  share,  that  agricultural  programs  may  be 
asked  to  bear  a  significant  share  of  the  budgetary  burden  above 
and  beyond  that  which  we  would  have  contributed  in  the  laws  of 
tariff.  There  seems  to  be  a  feeding  frenzy  in  mass  media  on  agri- 
culture. 

There  are  still  those  that  believe  that  we  can  balance  the  budget 
and  go  back  to  a  surplus  in  our  budget  if  we  just  shut  down  the 
honey  program.  I  wish  that  that  were  so  because  we  would  shut 
it  down  very  promptly.  But  there  seems  to  be  this  idea  in  many 
people's  minds,  some  in  high  places  in  this  (Government  or  in  this 
administration,  that  whatever  is  wrong  with  the  budget,  it  can  be 
cured  by  slapping  it  on  agriculture,  and — where  is  the  chart? 

Mr.  Roberts.  I  have  several  copies,  Mr.  Chairman. 

The  Chairman.  You  have  all  seen  the  chart.  If  we  draw  that  line 
one  millionth  of  a  centimeter  more,  you  don't  see  it  and  that  is 
where  they  want  to  aim  to  balance  the  budget  and  provide  all  the 
necessary  funding. 

So  today  we  will  hear  from  many.  We  want  your  viewpoint  and 
we  want  your  ideas,  and  that  is  what  I  am  talking  about.  The  line 
you  can't  see,  that  is  where  they  want  to  go  and  balance  the  budg- 
et. No  one  used  to  have  charts  around  here  until  we  came  up  with 
this  one.  Now  everybody  has  charts.  The  elevator  operator  has  a 
chart,  how  much  they  go  up,  how  much  they  go  down  in  a  day,  but 
we  were  the  first.  You  heard  it  here  first.  You  saw  it  here  first. 
Even  my  distinguished  colleague  now  goes  around  giving  me  some 
credit  for  the  chart. 

Mr.  Roberts.  It  is  the  Roberts-de  la  Garza  chart,  Mr.  Chairman. 

The  Chairman.  Neither  one  of  us  deserve  that  much  credit.  It 
was  our  economist,  Chip  Conley.  But  only  two  items,  and  again 
very  seriously,  that  little  line  is  the  impact,  seven-tenths  of  1  per- 
cent, but  yet  every  time  they  say  we  should  take  it  out  of  agri- 
culture. 

But  then  the  other  chart,  and  this  is  probably  the  most  impor- 
tant one.  All  you  heard  yesterday  on  radio  and  on  TV  was  that  our 
balance  of  trade  was  at  the  highest  deficit  this  year  and  this  chart 
shows  collectively  that  everything  excluding  agriculture  is  in  the 
red.  There  may  be  one  item  here,  one  item  there.  You  will  hear 
about  cellular  phones  in  Japan  and  whatever.  But  the  fact  is  that 
around  100  and  now  maybe  20  or  more  billion  dollars  is  in  the  red 
collectively.  The  only  thing  green  is  agriculture.  That  is  the  only 
thing  bringing  money  back — $18  billion,  maybe  a  little  more  now, 
this  used  to  be  $52  billion  at  one  time. 
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But  nonetheless,  it  is  the  only  green  in  the  horizon  as  far  as  bal- 
ance of  trade.  That  was  the  purpose  of  GATT,  to  open  markets,  to 
provide  more  incentive  where  we  need  export  enhancement,  and 
they  seem  to  be  moving  away  from  that.  But  yet  they  want  us  to 
take  a  disproportionate  share  of  the  cost  and  we  don't  think  that 
it  is  fair  and  we  are  going  to  see  if  we  can  enlighten  some  people 
around  here  in  that  endeavor. 

I  will  yield  briefly  to  Mr.  Roberts. 

[The  prepared  statement  of  Mr.  de  la  Garza  follows:] 
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Opsnlng  Statement  by  Rep.  Kika  de  la  Garia  (D-TZ) 
Ctaainan,  House  Coamittee  on  Agriculture 

Hearing  to  Review  Uruguay  Round  Agricultural  Agreement 
Wednesday,  April  20,  1994 


The  Committee  meets  today  as  a  follow-up  to  its  March  16th 
hearing  when  Secretary  of  Agriculture  Mike  Espy  and  Trade 
Ambassador  Mickey  Kantor  discussed  the  benefits  of  the  Uruguay 
Round  and  its  agricultural  agreement. 

The  Uruguay  Round  is  a  landmark  trade  agreement  in  many 
ways.   When  the  range  of  provisions  included  in  the  Uruguay  Round 
are  fully  implemented,  this  agreement  is  expected  to  increase 
U.S.  economic  growth  by  $100-200  billion  each  year.   Perhaps  most 
significant  to  this  Committee  is  the  fact  that  this  round  of 
multilateral  trade  negotiations  put  agricultural  issues  on  the 
table  for  the  first  time  —  and  even  more  importantly,  an 
agreement  was  reached  for  the  first  time. 

Last  month  the  Administration  officials  provided  their  views 
on  what  the  agriculture  agreement  accomplishes  for  our  nation  and 
our  nation's  agricultural  sector.   They  said  this  agreement  will, 
among  many  other  things:   reduce  tariffs  on  all  agricultural 
products,  provide  minimum  access  levels  for  American  products 
into  previously-closed  foreign  markets,  and  ensure  that  sanitary 
and  phytosanitary  standards  are  science-based. 

According  to  the  Administration,  by  the  year  2005,  the 
Uruguay  Round  will  increase  U.S.  agricultural  exports  by  15 
percent,  or  up  to  $8.7  billion.   It  will  add  approximately 
190,000  export-related  jobs  to  the  U.S.  economy.   And  it  will 
raise  net  farm  income  by  as  much  as  $2.5  billion. 

Today's  witnesses  represent  a  wide  range  of  agriculture- 
related  industries.   They  have  been  asked  to  provide  the 
Committee  with  their  respective  viewpoints  on  the  economic  effect 

—  the  pros  and  cons  of  the  Uruguay  Round  on  their  specific 

areas  and  commodities  and  on  American  agriculture  generally.   It 
is  my  understanding  that  nearly  all  of  our  witnesses  will  mention 
concern  over  how  the  Administration  and  Congress  will  address  the 
budget  issues  created  by  the  implementing  legislation,  and 
particularly  their  fear  that  agriculture  programs  may  be  asked  to 
bear  a  significant  share  of  the  budgetary  burden. 

We  have  an  extensive  list  of  witnesses  who  requested  time  to 
testify  today.   We  have  tried  to  accommodate  all  the  witnesses' 
travel  constraints,  and  we  look  forward  to  each  person's 
testimony. 


145 

OPENING  STATEMENT  OF  HON.  PAT  ROBERTS,  A  REPRESENT- 
ATIVE IN  CONGRESS  FROM  THE  STATE  OF  KANSAS 

Mr.  Roberts.  Thank  you,  Mr.  Chairman.  I  would  associate  my- 
self with  your  very  pertinent  comments.  Mr.  Chairman,  when  I 
woke  up  this  morning,  I  knew  we  were  going  to  have  this  impor- 
tant hearing  on  GATT  and  so  I  wore  this  tie,  which  is  the  yellow 
brick  road  to  GATT.  I  would  remind  the  administration,  we  are  not 
in  Marrakesh  anymore,  Toto.  This  is  the  House  Ag  Committee  and 
the  yellow  brick  road  may  have  a  few  potholes  that  we  need  to  fix. 

I  stated  three  concerns  in  the  previous  hearing  in  regards  to 
GATT,  in  regard  to  what  farmers  need  to  have  addressed  before 
lending  our  full  support.  One,  guarantee  the  export  enhancement 
program  will  be  used  to  the  maximum  allowed  by  the  agreement; 
two,  a  commitment  to  retaining  some  type  of  conservation  reserve 
program,  CRP;  and  three,  some  understanding  of  where  the  admin- 
istration is  heading  for  the  1995  farm  bill.  It  seems  to  me  those  an- 
swers are  starting  to  take  shape  and  I  am  concerned. 

Instead  of  a  clear  unambiguous  guarantee  that  the  administra- 
tion intends  to  use  EEP  to  the  full  extent  allowed  by  the  GATT 
agreement.  Secretary  Espy  says  that  he  will  bend  every  effort  to 
maximize  its  use. 

Now,  I  know  the  Secretary  to  be  a  man  of  his  word.  I  believe 
Mike  Espy  when  he  says  he  will  do  everything  he  can,  but  the 
problem  is  that  just  as  in  other  administrations,  his  will  be  only 
one  voice  among  a  dozen  that  will  be  making  that  decision.  We 
haven't  heard  anything  from  those  other  voices  or  from  the  Presi- 
dent, and  so  we  need  a  full  commitment  by  the  President  on  the 
export  enhancement  program. 

Now,  there  is  no  policy  statement  on  continuing  the  conservation 
reserve  program.  This  means  that  farmers  are  looking  at  36  million 
acres  coming  back  into  production  over  the  next  decade  and  that 
would  nullify  much  of  the  expected  gains  in  sales  and  prices  that 
farmers  have  been  promised  in  the  GATT  agreement. 

And,  Mr.  Chairman,  last  night  in  budget  negotiations,  it  is  my 
understanding  we  got  at  least  a  partial  answer  to  the  question  of 
where  we  are  headed  on  farm  policy.  It  has  been  proposed,  and  I 
know  this  is  tentative  and  also  flexible,  but  it  has  been  proposed 
that  agriculture  pay  40  percent  of  the  $14  billion  in  lost  tariff  reve- 
nue that  GATT  will  cost. 

As  the  chairman  has  indicated,  agricultural  imports  will  account 
only  for  $700  million  or  5  percent  of  the  lost  tariff  revenue.  But  it 
is  apparent  the  administration  may  be  asking  farmers  to  cough  up 
40  percent  of  the  cost.  In  other  words,  we  are  not  going  to  wait  on 
the  farm  bill.  The  farm  bill  will  be  cut  now. 

Along  with  the  savings  from  GATT,  mandated  reductions  in  EEP 
and  deficiency  payment  savings  from  projected  higher  prices,  this 
proposal  would  require  an  increase  of  at  least  50  percent  in  flex 
acres.  There  is  nothing  in  this  GATT  agreement  that  is  valuable 
enough  that  farmers  should  pay  for  it,  much  less  pay  that  kind  of 
price.  It  is  a  watered  down  GATT  agreement.  It  provides  the 
French  3V2  more  Kansas  wheat  crops  in  subsidized  export  ability, 
and  this  is  a  nonstarter  if  we  are  going  to  ask  agriculture  to  pay 
40  percent  of  the  cost. 
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I  would  like  to  support  GATT.  Most  farmers  would  like  to  sup- 
port GATT,  but  the  present  course  will  make  this  very  difficult. 
The  proposal  that  agriculture  should  shoulder  nearly  one-half  of 
the  financial  burden  of  the  agreement,  as  I  have  said,  is  a 
nonstarter.  I  would  suggest  that  if  the  administration  wants  our 
support  for  this  agreement,  we  are  going  to  have  to  find  another 
way  to  address  the  budget  problem. 

I  am  very  interested  and  eager  to  hear  the  witnesses  and  thank 
you,  Mr.  Chairman,  for  your  leadership  on  this  issue  and  for  hold- 
ing this  hearing. 

The  Chairman.  Thank  you,  Mr.  Roberts.  Your  statement,  along 
with  the  other  prepared  statements  from  the  members,  will  appear 
at  this  point  in  the  record. 

[The  prepared  statements  of  Mr.  Roberts,  Mr.  Emerson,  Mr. 
Smith  of  Oregon,  and  Mr.  Everett  follow:] 
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STATEMENT  OF  REP.  PAT  ROBERTS  AT  THE  FULL  COMMITTEE  HEARING  ON 
THE  URUGUAY  ROUND,  APRIL  20,  1994 

Mr.  Chairman,  at  a  previous  hearing  I  laid  out  three  concerns  that  farmers  need  to 
have  addressed  before  lending  full  support  to  this  GATT  agreement:  1)  a  guarantee  that 
the  Export  Enhancement  Program  (EEP)  will  be  used  to  the  maximum  allowed  by  the 
Agreement;  2)  a  commitment  to  retaining  some  type  of  Conservation  Reserve  Program 
(CRP)  for  the  future;  and  3)  some  understanding  of  where  the  Administration  is  heading  for 
the  1995  Farm  BilL 

Well,  the  answers  to  those  questions  are  beginning  to  take  shape,  and  there  is  no 
reason  for  farmers  to  like  what  they  see. 

Instead  of  a  clear,  unambiguous  guarantee  that  the  Qinton  Administration  intends 
to  use  EEP  to  the  full  extent  allowed  by  the  GATT  agreement.  Secretary  Espy  says  that  he 
will  bend  every  effort  to  maximize  its  use.  I  believe  Mike  Espy  when  he  says  that  he  will  do 
do  everything  he  can.  The  problem  is  that  his  will  be  only  one  voice  among  a  dozen  making 
that  decision.  We  have  heard  nothing  from  those  other  voices,  or  from  their  boss,  the 
President.  Sounds  to  me  like  there  isn't  going  to  be  any  guarantee  on  EEP. 

There  is  no  policy  statement  on  continuing  the  CRP.  This  means  that  farmers  are 
looking  at  36  million  acres  coming  back  into  production  over  the  next  decade,  nullifying 
much  of  the  expected  gains  in  sales  and  prices  that  farmers  have  been  promised  in  the 
GATT. 

Last  night  we  got  the  answer  to  the  question  of  where  this  Administration  is  headed 
on  farm  policy.  They  have  proposed  that  agriculture  pay  40  percent  of  the  $14  billion  in  lost 
tariff  revenue  that  GATT  wfll  cost.  Remember  that  agriculture  imports  will  account  for  only 
$700  million  or  5  percent  of  the  lost  tariff  revenue.  But  this  Administration  wants  farmers 
to  cough  up  40  percent  of  the  cost!!  They  are  not  going  to  wait  untfl  the  Farm  Bill;  they 
want  to  gut  agriculture  now!! 

Along  with  the  savings  from  GATT-mandated  reductions  in  EEP  and  deficiency 
payment  savings  from  projected  higher  prices,  the  Administration  proposal  would  require 
an  increase  of  at  least  50  percent  in  (lex  acres!!  There  is  nothing  in  this  GATT  agreement 
that  is  valuable  enough  that  farmers  should  pay  for  it.  Much  less  pay  that  kind  of  price. 

Most  farmers  would  like  to  support  the  GATT,  but  the  Administration's  present 
course  will  make  this  very  difficult.  Their  proposal  that  agriculture  should  shoulder  nearly 
half  the  financial  burden  of  the  agreement  is  a  non-starter.  I  would  suggest  that  if  the 
President  wants  agriculture's  support  for  this  Agreement,  he  is  going  to  have  to  find  another 
way  to  address  the  budget  problem. 

(Attachment  follows:) 
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February  23,  1994 

GATT  AND  AGRICULTURE  TRADE 

Last  December  the  world  finally  concluded  the  Uruguay  Round  of  the  GATT 
negotiations.  In  agriculture,  the  final  agreement  can  only  be  seen  as  a  marginal  plus  for 
American  farmers.  The  original  U.S.  goal  in  these  negotiations  was  to  bring  a  complete  end 
to  import  barriers  and  export  subsidies  for  everyone  in  the  world.  Over  time  opposition 
from  other  nations,  particularly  the  European  Union  (EU),  heavily  eroded  the  attainable 
results. 

Finally  in  late  1992  U.S.  and  EU  negotiators  reached  a  "final"  agreement  at  Blair 
House  that  reduced  export  subsidies  by  21  percent  over  six  years  fi^om  a  1986-1990  base 
period,  allowed  for  a  minimum  access  of  imports  of  at  least  5  percent  after  six  years, 
lowered  import  tariffs  (albeit  from  a  very  high  level),  and  provided  a  scientific  basis  for 
health  and  safety  import  barriers.  While  this  was  far  below  the  original  U.S.  target,  most 
American  farmers  accepted  that  the  small  gains  were  worth  the  sacrifices  they  would  have 
to  make  in  import  protections  on  some  commodities  and  loss  of  their  own  export  subsidies. 
These  farmers  were  repeatedly  assured  during  the  first  year  of  the  Qinton  Administration 
that  Blair  House  was  the  "bottom  line"  for  agriculture. 

Then  at  the  last  minute  in  Geneva  the  Clinton  Administration  made  yet  another 
concession  to  the  EU  to  finalize  the  agreement.  The  EU  was  given  the  right  to  phase  down 
their  export  subsidies  at  a  much  slower  rate  than  caUed  for  at  Blair  House.  Thus,  the  EU 
(our  strongest  grain  trade  competitor)  would  be  able  to  subsidize  an  additional  8  million  tons 
of  grain  over  six  years.  Since  farmers  were  told  that  they  would  also  be  able  to  use 
additional  competing  export  subsidies,  this  was  characterized  as  a  minor  concession. 

The  ink  was  hardly  dry  on  the  agreement,  however,  when  public  statements  and 
rumors  inside  the  Clinton  Administration  began  to  cast  doubt  on  the  President's  commitment 
to  keeping  American  farmers  competitive.  A  clear  movement  was  underway  in  interagency 
circles  to  significantly  reduce  or  even  eliminate  the  principle  competitive  tool  used  in  grain 
exports,  the  Export  Enhancement  Program  (EEP).  This  was  followed  in  the  President's 
budget  by  a  proposal  to  end  funding  for  the  Sun  Oil  Assistance  Program  (SOAP)  and  the 
Cottonseed  Oil  Assistance  Program  (COAP).  Ending  these  export  assistance  programs 
before  GATT  is  even  ratified  is  a  clear  signal  th^t  support  for  actually  using  the  export  tools 
legalized  in  the  agreement  is  lacking  in  this  Administration. 

If  American  farmers  are  tied  to  this  GATT  agreement  without  the  ability  to  fully 
utilize  the  export  subsidies  that  are  central  to  the  agriculture  provisions,  they  will  not  be  able 
maintain  their  existing  share  of  the  world  market,  much  less  use  U.S.  farm  efficiency  to 
expand  our  export  trade.  Failure  to  secure  a  firm  commitment  from  the  Clinton 
Administration  to  restore  funding  for  SOAP  and  COAP  and  to  make  full  use  of  EEP 
allowed  by  the  GATT  agreement  will  turn  a  deal  that  is  marginally  beneficial  for  farmers 
into  a  trade  disaster. 
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STATEMENT  OF  CONGRESSMAN  EMERSON 

BEFORE  THE  HOUSE  AGRICULTURE  COMMITTEE 

REVIEW  OF  THE  URUGUAY  ROUND  GATT  AGREEMENT 

APRIL  20,  1994 


Mr.  Chairman,  I  thank  you  and  our  Ranking  Member,  Mr.  Roberts,  for 
holding  this  public  forum  today  to  discuss  a  matter  vitally  important  to  American 
Agriculture.   America's  future  relationship  with  world  trading  partners  has  never  been 
more  critical  and  our  domestic  farmers  and  ranchers  along  with  related  industries  will 
play  a  crucial  role. 

World  trade  is  the  key  to  the  future  of  American  agriculture.  Maintaining  our 
current  farm  markets  is  no  longer  good  enough  for  the  average  American  farmer  or 
rancher.  The  future  economic  prosperity  of  the  men  and  women  who  ensure  the 
sustained  production  of  food  and  fiber  for  the  world  hinges  on  our  ability  to  create 
and  expand  new  markets  around  the  globe. 


The  farmers  and  ranchers  of  this  nation  are  awaiting  the  final  details  of  our 
nation's  recent  efforts  to  liberalize  agricultural  trade  with  our  foreign  trading 
partners.   World  markets  change,  and  our  domestic  farm  and  ranch  producers  strive 
to  evolve  and  adapt  with  them.  Competing  against  our  world  competitors  is  always 
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difficult  -  but  possible.   Competing  against  a  world  competitor  that  will  not  open 
their  own  markets  is  impossible.  Today,  I  am  eager  to  learn  of  our  nation's 
negotiating  success  from  a  private  industry  point-of-view  in  addition  to  knowing  what 
challenges  lie  ahead  in  implementing  the  Uruguay  Round  GATT  agreement. 

I  stand  ready  to  work  closely  with  this  Committee  in  order  to  ensure  the 
continued  profitable  livelihood  of  American  agriculture  through  world  trade. 
Likewise,  I  am  encouraged  by  the  prospects  of  a  closer  trade  relationship  with  our 
GATT  partners  and  the  benefits  that  American  agriculture  may  gain  from  such  an 
agreement.  The  world  is  changing  and  American  agriculture  must  be  poised  to  adapt 
to  these  global  changes.   It  is  my  goal  to  help  our  domestic  farming  and  ranching 
producers  in  this  successful  transition. 
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THE  HONORABLE  ROBERT  F.  (BOB)  SMITH 

HOUSE  COMMITTEE  ON  AGRICULTURE 

HEARING  TO  REVIEW  URUGUAY  ROUND  OF  GATT 

AGRICULTURE  AGREEMENT 

APRIL  20.  1994 


Mr.  Chairman,  I  want  to  thank  you  for  holding  this  hearing. 

The  ifflplementatlon  of  the  GATT  agreement  does  appear  to  hold  some  promise  for 
American  agriculture.   It  Is  clear  it  vlll  significantly  Improve  our  access  to 
foreign  markets,  vhlch  Is  vhere  we  must  sell  our  farm  products  If  agriculture 
production  In  this  country  Is  to  continue  to  grow.   In  my  congressional 
district,  a  major  portion  of  the  agricultural  economy  Is  dominated  by  wheat 
and  beef  production,  two  commodities  that  could  benefit  most  from  this  GATT 
agreement. 

However,  while  I  have  been,  and  will  continue  to  be,  one  of  this  committee's 
sterongest  supporters  of  expanding  trade  opportunities,  I  am  not  yet  convinced 
that  American  agriculture  will  be  getting  a  fair  deal  when  the  GATT  agreement 
is  implemented.   In  recent  weeks.  Members  of  this  Committee  have  heard  all 
sorts  of  rumors  about  how  the  Clinton  Administration  will  propose  to  pay  for 
the  $13.9  billion  In  lost  tariff  revenue,  and  some  of  them  are  disturbing.   In 
my  view,  requiring  significant  reductions  in  farm  programs  to  help  offset  a 
major  portion  of  the  revenue  losses  is  not  acceptable.   I  look  forward  to 
hearing  what  the  groups  represented  today  will  consid'fer  fair  when  Congress 
decides  where  this  $13.9  billion  will  be  generated. 

We  must  resist  efforts  to  force  production  agriculture  to  contribute  a 
disproportionate  share  of  the  lost  tariff  revenue.   At  this  point,  I  am 
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concemed  that  the  cost  of  the  agreement  could  fall  unfairly  on  agriculture, 
despite  the  fact  that  revenue  losses  from  agricultural  imports  account  for 
only  5  percent  of  the  estimated  total.   In  recent  years,  agriculture  has  done 
contributed  more  than  its  fair  share  to  government  spending  reductions. 

In  addition,  we  must  make  certain  we  continue  to  effectively  use  our  non- 
trade  distorting,  or  "green  box",  programs.   Since  the  GATT  agreement  mandates 
a  reduction  in  the  amount  we  can  spend  on  export  subsidy  programs,  like  EEP, 
how  we  utilize  the  other  "green  box"  agricultural  programs,  like  the  Market 
Promotion  Program,  becomes  much  more  important.   I  know  our  witnesses  will 
have  some  insightful  comments  on  this  issue. 

This  GATT  agreement  was  carefully  negotiated  over  seven  years,  and  could  be  a 

promising  starting  point  in  our  efforts  to  significantly  expand  American 

I 
agricultural  exports.   This  Administration,  this  Congress,  and  this  Committee, 

must  be  very  careful  not  to  undermine  the  tenderly-negotiated  provisions  of 

the  agreement  by  Inequitably  and  hastily  crafting  implementing  legislation 

that  erases  its  benefits. 

I  thank  the  Chaimaa. 
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STATEMENT  OF  HONORABLE  TERRY  EVERETT 
HOUSE  AGRICULTURE  COMMITTEE 

PUBLIC  HEARING  ON  GATT 

APRIL  20, 1994 


I  want  to  thank  the  Chairman,  Mr.  de  la  Garza,  and  my 
Ranking  Member,  Mr.  Roberts,  for  their  leadership  in  holding  this 
public  hearing  on  the  General  Agreement  on  Tariffs  and  Trade 
(GATT). 

I  am  happy  to  see  that  the  Administration  has  gained  some 
concessions  from  Argentina  which  hopefully  will  address  some  of 
continuing  problems  concerning  peanuts  and  Canada.  The  higher 
tariff  rates  and  other  bilateral  concessions  are  a  step  in  the  right 
direction. 

As  I  and  other  members  of  the  committee  have  stated  in  a  letter 
earlier  to  Ambassador  Kantor,  Secretary  Espy ,  and  the  President, 
we  are  concerned  over  the  impact  of  GATT  on  agriculture.  As  we 
look  forward  to  the  1995  Farm  Bill,  we  need  to  know  how  willing  the 
Administration  is  to  support  the  farmer  and  the  various  commodity 
programs. 

I  am  also  concerned  with  how  we  are  going  to  pay  for  GATT. 
Somehow  we  have  to  find  $14-$17  billion  to  pay  for  the  lost  revenue 
in  reduced  tariffs  over  the  next  several  years.  I  do  not  favor  a  budget 
waiver,  nor  do  I  favor  raising  taxes.  I  urge  the  Administration  and 
the  agricultural  industries  affected  by  this  trade  agreement  to  come 
to  a  consensus. 

I  look  forward  to  this  hearing,  and  I  will  continue  to  watch  the 
GATT  developments  with  interest. 

Thank  you,  Mr.  Chairman. 
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The  Chairman.  Thank  you  very  much.  And  now  we  will  go  to  the 
witnesses.  I  might  mention  to  all  of  the  witnesses  that  we  will  ob- 
serve the  5-minute  rule  and  we  will  time  you  and,  hopefully,  you 
will  be  able  to  summarize  your  statements. 

I  might  add  that  we  have  for  the  record  a  statement  from  the 
National  Pork  Producers  Council,  the  Coalition  for  Food  Aid,  the 
Western  Growers  Association,  the  National  Association  of  State  De- 
partments of  Agriculture  which,  without  objection,  will  appear  at 
the  end  of  the  testimony  presented  in  this  hearing. 

I  might  also  advise  my  colleagues  and  the  witnesses  that  when 
Mr.  Roberts  woke  up  this  morning,  he  was  1-year  older.  So  I  hope 
that  your  testimony  will  be  of  such  a  nature  that  it  will  not  ruin 
this  very  good  birthday  for  him,  or  that  might  get  him  back  on  the 
agenda  that  he  very  gently  put  before  us. 

Mr.  Roberts.  Mr.  Chairman,  it  is  my  birthday,  I  wasn't  paying 
any  attention,  but  thank  you  very  much  for  your  very  kind  remarks 
here. 

The  Chairman.  We  have — well,  they  are  already  at  the  table,  so 
we  will  follow  the  list. 

Mr.  Larry  Diedrich,  American  Soybean  Association. 

STATEMENT  OF  LARRY  DIEDRICH,  PRESIDENT,  AMERICAN 

SOYBEAN  ASSOCIATION 

Mr.  Diedrich.  Thank  you,  Mr.  Chairman,  and  good  morning.  My 
name  is  Larry  Diedrich  and  I  am  a  soybean,  corn,  and  hog  pro- 
ducer from  Elkton,  South  Dakota.  I  see  on  the  list  I  have  been 
moved  to  South  Carolina.  It  was  80  degrees  there  earlier  this  week 
so  I  will  move  back  to  South  Dakota  this  time  of  year  before  the 
summer  heat  hits. 

ASA  appreciates  the  opportunity  to  appear  before  you  today,  on 
behalf  of  soybean  growers.  Mr.  Chairman,  U.S.  soybean  growers 
have  traditionally  been  strong  supporters  of  international  trade 
agreements.  As  efficient  producers,  we  believe  that  liberalizing 
world  trade  will  contribute  to  our  comparative  advantage  and  in- 
crease our  opportunities  for  growth  of  profitability. 

We  would  see  direct  benefits  from  opening  protected  world  mar- 
kets and  eliminating  exports  subsidies  and  other  trade  distorting 
practices.  For  these  reasons,  we  welcomed  President  Reagan's  deci- 
sion in  1986  to  initiate  the  Uruguay  Round.  We  emphatically  en- 
dorse the  U.S.  goal  of  complete  elimination  of  global  tariffs  and  ex- 
port subsidies.  We  recognize  clearly  that  our  industry  has  the  most 
to  gain  and  the  least  to  lose  from  a  genuine  trade  liberalization. 

Today,  some  VVb  years  later,  the  benefits  the  U.S.  soybean  indus- 
try will  gain  from  this  agreement  are  unclear  at  best,  and  many 
members  of  our  industry  are  questioning  whether  we  can  support 
its  ratification  by  Congress.  I  cannot  overstate  how  uncomfortable 
our  industry  and  my  own  association  is  to  be  in  this  position. 

I  can  tell  you,  however,  that  the  U.S.  soybean  producers  have  left 
no  stone  unturned  in  an  effort  to  achieve  a  fair  and  balanced  GATT 
agreement,  and  I  can  tell  you  that  we  are  continuing  to  seek  rem- 
edies that  will  correct  the  inadequacies  of  this  agreement  even 
after  the  ink  is  dried. 

In  the  interest  of  being  as  brief  as  possible,  Mr.  Chairman,  I  will 
not  detail  the  chronology  of  the  events  that  have  led  the  U.S.  oil- 


i 


155 

seed  industry  to  this  very  difficult  conclusion.  I  will  simply  outline 
our  concerns  with  the  Uruguay  Round  as  it  affects  oilseed  product 
trade  and  provide  our  views  on  how  the  present  situation  can  be 
improved. 

In  the  area  of  export  subsidies,  the  U.S.  oilseed  industry  is  facing 
unilateral  disarmament  under  the  Uruguay  Round.  The  base  pe- 
riod which  determines  the  amount  of  permitted  subsidy  precedes 
the  period  in  which  the  United  States  finally  began  using  EEP, 
COAP,  and  SOAP  on  a  scale  sufficient  to  counter  competitors'  un- 
fair trade  practices. 

As  a  result,  current  vegetable  oil  exports  under  these  programs 
will  be  reduced  by  79  percent  by  the  year  2000.  Our  industry  could 
adjust  satisfactorily  to  this  reduction  if  the  Uruguay  Round  im- 
posed similar  reductions  on  other  major  exporters.  Unfortunately, 
this  is  not  the  case. 

Longstanding  oilseed  processing  and  export  subsidies  employed 
by  Argentina,  Brazil,  India,  and  Malaysia  are  not  subject  to  any  re- 
duction commitment  under  the  Uruguay  Round.  In  addition,  al- 
though the  European  Union  oilseed  area  is  constrained  by  the  Blair 
House  agreement,  the  European  Union  oilseed  subsidies  are  not 
subject  to  any  Uruguay  Round  reduction  commitments. 

Even  with  this  unequal  treatment,  our  industry  could  still  com- 
pete with  export  efforts  of  our  competitors  if  the  Uruguay  Round 
opened  up  sufficient  access  to  world  oilseed  and  oilseed  product 
markets.  Unfortunately,  few  countries  have  agreed  to  go  beyond 
the  minimum  tariff  reductions  required  by  the  agreement. 

One  area  that  GATT  does  significantly  expand  market  access  and 
could  potentially  benefit  our  oilseed  sector  is  trade  and  livestock 
products.  The  Uruguay  Round  will  open  significant  opportunities 
for  United  States  pork  and  poultry  products  in  Europe,  Japan, 
Korea,  and  other  major  markets.  Increased  exports  of  these  prod- 
ucts could  increase  domestic  demand  for  soybean  meal.  While  this 
growth  would  be  welcome,  an  inevitable  build  up  of  vegetable  oil 
stocks  will  result,  and  ways  must  be  found  to  utilize  them  for  true 
benefits  to  occur  to  our  industry. 

The  bottom  line  for  GATT  in  terms  of  its  effect  on  our  industry 
is  that  U.S.  vegetable  oil  supplies  will  build  as  export  programs  are 
phased  down  and  few  new  markets  open  up  abroad.  As  a  result  of 
the  more  gradual  rate  of  reduction  agreed  to  in  Blair  House  II, 
these  additional  supplies  from  reduced  exports  will  grow  in  incre- 
ments of  about  90,000  tons  per  year  beginning  in  1995  and  reach- 
ing 505,000  tons  in  the  year  2000  and  in  every  year  thereafter.  The 
6-year  phase-down  of  EEP,  SOAP,  and  COAP  exports  allows  the 
U.S.  oilseed  industry  some  opportunity  to  make  transition  to  new 
markets  where  the  subsidies  are  not  needed. 

Without  new  market  outlets,  however,  this  growing  vegetable  oil 
surplus  will  have  significant  effects  on  oilseed  production  and 
prices.  Vegetable  oil  prices  will  be  pushed  down  toward  subsidized 
world  price  levels,  forcing  domestic  pressure  to  reduce  bids  for  seed 
and/or  increase  the  price  of  protein  meal.  Over  time,  this  process 
is  likely  to  result  in  a  higher  cost  for  U.S.  livestock  producers  erod- 
ing the  gains  won  in  the  market  access  negotiations  for  livestock 
products. 
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Reflecting  these  views,  we  would  take  this  opportunity  to  rec- 
ommend several  provisions  to  be  included  by  the  administration  in 
its  implementing  bill  for  the  Uruguay  Round.  First,  as  indicated 
earlier,  subsidized  exports  for  vegetable  oil  must  be  mandated  at 
full  funding  levels  permitted  by  GATT.  To  the  extent  funds  are  not 
used  due  to  volume  restrictions  on  exports,  they  should  be  required 
to  augment  funding  for  foreign  food  assistance  programs,  specifi- 
cally Public  Law  480. 

Second,  in  the  event  a  budget  waiver  is  not  agreed  to  for  GATT, 
agricultural  programs  should  not  be  required  to  pay  more  than  ag- 
riculture's share  of  the  cost  of  the  agreement  in  net  tariff  revenue 
losses.  We  understand  this  cost  to  be  somewhat  less  than  $700  mil- 
lion over  the  5-year  budget  baseline  period. 

Third,  budget  savings  resulting  from  reduced  outlays  for  agricul- 
tural export  programs  required  by  GATT,  which  are  not  needed  to 
offset  agriculture's  share  of  its  cost,  should  be  reserved  for  per- 
mitted or  green  box  agricultural  programs.  In  the  case  of  oilseeds, 
savings  should  be  used  to  fund  a  commercialization  of  industrial 
products  which  use  vegetable  oil  as  feed  stock. 

Our  industry  is  currently  reviewing  options  for  marketing  the  in- 
creasing supply  of  vegetable  oil  which  GATT  will  create  in  this 
country.  Barring  support  for  a  substantial  increase  in  vegetable  oil 
exports  under  U.S.  food  aid  programs,  our  best  option  seems  to  be 
development  of  a  biodiesel  fuel  industry.  Establishment  of  a  start- 
up fund  to  bid  vegetable  oil  into  new  industrial  uses  such  as 
biodiesel  holds  the  greatest  promise  for  our  industry  over  the  long 
term. 

I  do  not  want  to  conclude  without  reemphasizing  our  industry 
has  a  very  real  interest  and  commitment  to  finding  a  solution  to 
our  problems  in  the  Uruguay  Round.  We  strongly  believe  this  solu- 
tion cannot  be  found  without  the  active  participation  of  the  admin- 
istration. We  ask  for  your  help  and  that  of  other  members  of  the 
committee  in  urging  President  Clinton  to  understand  and  address 
our  concerns.  The  American  Soybean  Association  and  its  producer 
members  look  forward  to  working  with  your  committee,  Mr.  Chair- 
man, in  addressing  these  vital  issues. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Diedrich  appears  at  the  conclu- 
sion of  the  hearing.] 

The  Chairman.  Thank  you  very  much. 

Next,  Mr.  Boutwell,  National  Council  of  Farmer  Cooperatives. 

STATEMENT  OF  WAYNE  A.  BOUTWELL,  PRESIDENT  AND  CHIEF 
EXECUTIVE  OFFICER,  NATIONAL  COUNCIL  OF  FARMER  CO- 
OPERATIVES, ON  BEHALF  OF  THE  AGRICULTURE  COALI- 
TION ON  GATT 

Mr.  Boutwell.  Thank  you  very  much,  Mr.  Chairman.  I  am  here 
today  on  behalf  of  22  food  and  agricultural  organizations  that  have 
joined  together  to  express  concern  about  options  under  consider- 
ation for  agriculture  to  pay  for  a  substantial  portion  of  the  $14  to 
$18  billion  estimated  cost  of  the  GATT  agreement. 

It  is  important  to  note  that  the  cost  of  this  agreement  is  a  com- 
putation of  the  lost  tariff  revenues  and  does  not  take  into  consider- 
ation at  all  any  of  the  expanded  exports,  as  well  as  the  associated 


157 

economic  activity  and  tax  revenues  associated  with  the  agreement. 
The  question  we  would  have,  very  frankly,  is  if  this  agreement  does 
not  generate  enough  money  to  pay  for  itself,  then  is  it  a  good  agree- 
ment for  agriculture  and  for  the  economy? 

Agriculture  has  long  recognized  the  importance  of  exports  to  the 
growth  of  our  industry.  Since  the  mid-1980's,  our  lost  market  share 
has  translated  into  about  $10  billion  per  year  less  in  export  sales. 
That  is  about  $24  billion  in  economic  activity  for  the  economy  and 
a  loss  of  about  200,000  jobs  or  more  to  the  overall  economy. 

Very  frankly,  we  had  hoped  that  this  agreement  would  turn 
around  this  situation,  and  in  fact,  the  agreement  on  the  table  has 
the  opportunity  to  increase  exports,  and  I  want  to  emphasize  op- 
portunity to  increase  exports,  because  it  does  not  guarantee  them. 

To  realize  the  benefits,  we  have  to  have  a  strong  commitment  on 
the  part  of  the  Government  to  assure  that  we  are  competitive  in 
the  international  marketplace  and  that  our  policies  and  programs 
as  well  are  competitive.  USDA  has  projected  by  the  end  of  this 
agreement,  some  $1.6  to  $4.7  billion  increase  in  export  sales — I 
know,  Mr.  Chairman,  you  said  $8  billion.  I  think  that  was  2005. 
The  numbers  we  have  are  by  the  end  of  the  agreement,  some  $1.6 
to  $4.7  billion.  But  in  developing  those  numbers  they  assumed  a 
continuation  of  support  for  agricultural  and  related  programs. 

As  with  any  multilateral  agreement,  you  have  to  give  access  in 
order  to  get  access.  When  you  give  access  to  the  markets  in  this 
country,  you  can  be  assured  that  those  products  will  flow  in  here. 
When  you  gain  access  overseas,  that  is  multilateral  in  nature, 
meaning  that  you  got  to  get  out  there  and  compete  for  those  mar- 
kets and  that  competition  we  know  will  be  fierce  because,  from  ex- 
perience, we  have  seen  that  competitors  like  the  European  Union 
will  use  every  available  tool  that  they  have  to  maintain  and  expand 
their  own  market  share. 

It  is  important  to  note  that  this  agreement  does  not  eliminate 
trade  distortions.  It  only  reduces  them  and  in  fact  you  can  argue 
that  the  relative  trade  distortions  that  were  in  place  at  the  begin- 
ning of  the  agreement  will  be  in  place  at  the  end  of  the  agreement. 
Further,  the  agreement  defined  those  programs  that  are  considered 
to  be  nontrade  distorting  or  acceptable,  the  so-called  green  box  ac- 
tivities. 

Our  group  of  organizations  have  proposed  in  a  letter  to  the  Presi- 
dent that  we  maintain  full  funding  as  provided  under  the  GATT  for 
programs  within  agriculture,  specifically  the  export  subsidy  pro- 
gram because  we  know  we  have  to  meet  that  competition  to  hold 
on  to  those  market  shares. 

Further,  that  any  funds  reduced  from  those  programs  as  a  result 
of  the  agreement,  namely  the  36  percent  reduction  in  value  of  ex- 
port subsidies,  be  transferred  into  green  box  activities  such  as  mar- 
ket promotion,  market  development,  food  assistance  programs  like 
Public  Law  480,  section  416,  TEFAP  and  export  credit  programs. 

Agriculture  had  been  repeatedly  assured  that  no  further  cuts 
would  be  required  because  of  the  agreement.  Now  we  are  finding 
that  because  of  the  budget,  that  as  much  as  one-third  of  the  esti- 
mated $14  to  $18  billion  may  be  paid  for  by  cuts  in  agricultural 
and  related  programs.  That  would  be  a  gross  miscarriage  of  justice 
to  agriculture.  As  you  so  correctly  stated,  agriculture  is  less  than 
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$700  million  in  terms  of  lost  tariff  revenues  associated  with  that 
agreement,  or  less  than  5  percent  of  the  estimated  cost  of  the 
agreement. 

Many  in  agriculture  had  looked  forward  to  the  GATT  agreement 
being  a  positive  influence.  However,  if  agriculture  is  asked  to  pay 
a  disproportionate  share,  resulting  in  further  cuts  in  farm  pro- 
grams, as  well  as  cuts  in  programs  designed  to  assure  that  we  can 
meet  the  competition  and  increase  export  sales  abroad,  it  is  hard 
to  envision  how  this  agreement  turns  out  to  be  good  for  U.S.  agri- 
culture. 

Accordingly,  it  would  be  difficult  to  support  such  legislation. 

Thank  you  very  much,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Boutwell  appears  at  the  conclu- 
sion of  the  hearing.] 

The  Chairman.  Thank  you  very  much. 

Next,  Mr.  Brumfield,  National  Cotton  Council. 

STATEMENT  OF  BRUCE  BRUMFIELD,  PRESIDENT,  NATIONAL 
COTTON  COUNCIL  OF  AMERICA 

Mr.  Brumfield.  Mr.  Chairman,  members  of  the  committee,  I 
want  to  thank  you  for  the  opportunity  to  testify  before  you  today. 
My  name  is  Bruce  Brumfield.  I  operate  a  diversified  farming  oper- 
ation in  Mississippi.  As  president  of  the  National  Cotton  Council, 
I  carry  the  concerns  not  only  of  cotton  farmers  but  also  of  ginners, 
cottonseed  crushers,  warehousemen,  operatives,  and  textile  mills. 

I  am  here  to  tell  you  as  quickly  as  I  can  our  primary  concerns 
with  this  agreement  and  how  we  think  the  implementing  legisla- 
tion should  be  constructed. 

U.S.  cotton  has  viewed  the  GATT  negotiation  defensively.  The 
risk  of  increased  subsidized  competition  caused  by  the  elimination 
of  section  22  import  quotas  and  the  phasing  out  of  textile  import 
quotas  is  not  counterbalanced  with  increased  trade  opportunities. 

However,  in  the  final  stages  of  these  negotiations,  Secretary  of 
Agriculture  Espy,  members  of  this  committee,  and  others,  were 
willing  and  able  to  lessen  the  downside  risk  to  U.S.  raw  cotton  by 
agreeing  to  a  16.75  cent  tariff  equivalent.  The  result  is  an  agree- 
ment that  presents  far  less  of  a  potential  downside  for  U.S.  cotton 
producers  than  earlier  versions. 

Mr.  Chairman,  cotton's  greater  concern  is  perception  among  some 
in  Government  that  this  agreement  eliminates  the  need  to  continue 
to  fund  U.S.  agricultural  programs.  Already  the  President's  most 
recent  budget  proposal  calls  for  eliminating  the  cottonseed  oil  ex- 
port assistance  program.  We  have  heard  reports  that  agriculture 
may  be  asked  to  shoulder  a  disproportionate  share  of  the  cost  of 
the  GATT.  And  there  are  concerns  that  the  administration  may  not 
forcefully  use  all  export  assistance  authorities  to  combat  subsidized 
competition. 

Mr.  Chairman,  this  GATT  agreement  does  not  end  agricultural 
subsidies.  It  will  liberalize  trade,  but  it  is  not  a  cure-all.  The  inter- 
national playing  field  will  certainly  not  be  leveled,  even  if  all  coun- 
tries adhere  to  their  commitments.  So  my  primary  message  to  you 
today  is  GATT  in  no  way  diminishes  a  need  for  an  effective  cotton 
program.  Cotton's  best  customer,  the  domestic  textile  industry,  is 
going  to  be  highly  vulnerable  under  the  new  GATT.  So  the  post- 
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GATT  cotton  and  textile  trade  environment  will  make  an  effective 
cotton  program  even  more  important. 

Mr.  Chairman,  I  would  like  to  make  the  following  recommenda- 
tions concerning  the  GATT  implementing  legislation. 

Although  section  22  must  be  eliminated  in  order  to  comply  with 
the  GATT  1994,  section  22  authority,  itself,  should  not  be  changed 
and  should  be  left  on  the  books.  When  section  22  quotas  are 
changed,  countries  who  are  not  members  of  the  GATT  should  not 
be  allowed  to  benefit.  The  current  cotton  program  provides  for  two 
different  special  quotas  which  may  trigger  uncertain  supply  and 
demand  and  price  situations. 

There  is  a  possibility  that  modifications  in  this  scheme  might  be 
necessary  in  order  for  tariffication  under  the  GATT  legislation  to 
be  implemented  smoothly.  If  this  is  the  case,  we  request  that  the 
cotton  industry  be  consulted  concerning  the  consolidation  of  these 
different  provisions.  But  there  is  no  other  need  to  change  the  do- 
mestic cotton  program  to  comply  with  the  GATT. 

Non-GATT  members  should  not  be  allowed  to  gain  any  of  its  ben- 
efits. If  this  agreement  is  implemented  in  the  way  most  are,  the 
People's  Republic  of  China,  for  example,  even  though  they  are  not 
GATT  members,  will  receive  the  benefit  of  tariff  reductions  because 
of  their  status  as  a  most  favored  nation.  This  does  not  have  to  be 
the  case. 

Export  assistance  authorities  should  be  tailored  to  be  GATT  con- 
sistent. Money  taken  from  direct  export  subsidization,  because  of 
the  GATT  should  be  channeled  into  so-called  green  box  programs 
in  order  to  enable  U.S.  agriculture  to  continue  to  meet  subsidized 
competition.  Market  development  programs,  such  as  the  market 
promotion  program  and  the  foreign  market  development  program, 
should  be  strengthened  to  meet  tomorrow's  competition. 

Export  credit  and  aid  programs  should  be  maintained  and  re- 
fined to  better  adapt  to  a  more  competitive  marketplace. 

Mr.  Chairman,  we  cannot  afford  to  mistake  the  change  of  weap- 
ons by  our  competition  as  a  peace  treaty.  We  cannot  unilaterally 
disarm.  U.S.  cotton  industry  has  other  areas  of  concern  in  this 
agreement  and  with  related  trade  activities.  We  watch  with  a  hope- 
ful eye  the  continuing  negotiations  between  the  United  States, 
India  and  Pakistan,  countries  that  insist  on  wide-open  access  to 
United  States  textile  markets,  but  do  not  allow  any  tJnited  States 
competition  in  their  own  markets,  and  we  monitor  carefully  the  on- 
going access  efforts  of  nonmarket  economies. 

We  would  oppose  GATT  membership  for  the  People's  Republic  of 
China  and  for  other  nonmarket  economies  until  there  are  real  eco- 
nomic reforms  and  until  their  markets  are  truly  open  to  fair  com- 
petition and  any  government  programs  are  transparent. 

Finally,  reports  of  large  agricultural  cuts  to  pay  for  GATT  threat- 
en to  transform  this  debate  from  one  concerning  freer  trade  to  one 
against  reductions  in  agricultural  programs.  Additional  unilateral 
spending  cuts  imposed  by  agriculture  could  undermine  our  pro- 
gram's effectiveness  and  damage  our  ability  to  compete. 

Time  requires  that  I  end  my  testimony  here  and  refer  the  com- 
mittee to  my  written  statement.  I  thank  you  for  this  opportunity 
to  testify. 

Thank  you,  Mr.  Chairman. 
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[The  prepared  statement  of  Mr,  Brumfield  appears  at  the  conclu- 
sion of  the  hearing.] 

The  Chairman.  Thank  you  very  much. 

Next,  Mr.  Yancey,  on  behalf  of  the  sugarcane  and  sugar  beet  in- 
dustry and  who  also  was  a  member  of  the  Agriculture  Policy  Advi- 
sory Committee,  the  APAC. 

Mr.  Yancey. 

STATEMENT  OF  DALTON  YANCEY,  WASHINGTON  REPRESENT- 
ATIVE, FLORIDA  SUGAR  CANE  LEAGUE,  INC.;  RIO  GRANDE 
VALLEY  SUGAR  GROWERS,  INC.;  AND  MEMBER,  AGRICUL- 
TURAL POLICY  ADVISORY  COMMITTEE,  ON  BEHALF  OF  THE 
UNITED  STATES  SUGAR  PRODUCERS 

Mr.  Yancey.  Thank  you,  Mr.  Chairman.  I  want  to  thank  you  for 
holding  this  hearing.  In  addition  to  that,  I  particularly  want  to 
thank  you  for  being  so  active  in  your  participation  throughout  this 
entire  process,  not  only  personally,  but  by  sending  members  of  the 
committee  to  attend  these  negotiations. 

Mr.  Chairman,  8  years  ago,  at  the  beginning  of  the  Uruguay 
Round,  the  sugar  industry  was  the  first  to  meet  with  then  USD  A 
Secretary  Dick  Lyng  and  say,  we  are  with  you,  we  are  ready  to  go 
to  free  trade.  We  are  ready  along  with  the  rest  of  the  world,  to  take 
100  percent  reduction  in  imports  and  let's  go  with  it. 

The  reason  we  did  that  is  because  we  are  efficient  on  a  world- 
wide basis;  our  studies  showed  the  cost  of  production  in  the  world 
at  that  time  was  22  cents  a  pound,  well  above  the  18  cent  loan  rate 
here  in  the  United  States. 

In  the  area  of  internal  supports,  although  the  sugar  loan  rate 
will  not  be  required  to  be  reduced  because  in  the  aggregate,  U.S. 
agricultural  supports  have  already  been  reduced,  sugar  supports 
were,  in  effect,  reduced  as  a  result  of  a  congressionally  mandated 
marketing  assessment  on  sugar.  This  assessment  was  boosted  an 
additional  10  percent  in  the  last  Budget  Reconciliation  Act. 

In  the  area  of  export  subsidies,  the  United  States  is  a  net  im- 
porter of  sugar  so  we  are  not  directly  impacted  by  the  GATT  re- 
quirements of  a  reduction  in  the  quantity  of  exports  or  budget  out- 
lays for  export  subsidies,  but  this  mandate  will  have  little  effect  on 
the  European  Union's  ability  to  continue  to  dump  huge  amounts  of 
subsidized  sugar  on  the  world  dump  market.  This  fact  will  continue 
to  distort  the  actual  price  of  sugar  in  the  world.  More  needs  to  be 
done  on  this  in  the  future. 

In  the  area  of  market  access,  while  other  countries  and  commod- 
ities were  settling  for  3  percent,  growing  to  5  percent  of  consump- 
tion for  market  access,  U.S.  sugar  producers  agreed  to  binding  the 
U.S.  market  at  nearly  14  percent  of  current  consumption.  In  mak- 
ing this  concession,  U.S.  sugar  producers  have  become  potential  re- 
sidual suppliers  to  our  own  market.  We  will  also  incur  a  15  percent 
reduction  in  our  second  tier  tariff  from  17  cents  to  14.5  cents  by 
the  year  2001. 

By  agreeing  to  bind  our  minimum  access,  we  were  assured  by  ad- 
ministration officials  that  sugar  from  Mexico  and  other  countries 
which  may  be  added  to  an  expanded  NAFTA  or  subsequent  bilat- 
eral trade  agreements,  would  be  included  in  this  minimum  level. 
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Mr.  Chairman,  we  request  that  GATT  legislation  should  insure 
there  is  no  misunderstanding  on  this  important  issue. 

Since  the  final  act  of  GATT  in  Geneva  last  December,  problems 
have  developed  with  our  Canadian  neighbors  involving  several  ag- 
ricultural commodities.  In  fact,  there  is  a  big  story  in  the  Washing- 
ton Post  today  about  that.  Sugar's  problems  date  back  to  the  Unit- 
ed States-Canadia  Free-Trade  Agreement,  and  we  request  that 
Congress  insure  that  the  administration  sticks  to  the  provisions  of 
the  "county  lists"  that  were  tabled  in  Geneva  last  December  in  re- 
gards to  the  GATT.  These  provisions  are  fair  and  in  fact  are  overly 
generous. 

Other  than  the  reservations  mentioned  above,  the  Uruguay 
Round  agreement  poses  no  particular  problem  for  U.S.  sugar  pro- 
ducers, but  unfortunately,  it  will  have  impact  on  the  world  sugar 
market,  making  very  little  progress  against  subsidized  exports  of 
sugar.  As  a  result,  this  country  will  have  to  continue  to  operate  a 
program  to  insulate  consumers  and  producers  from  the  volatility  of 
prices  which  characterize  the  world  dump  market. 

I  would  like  to  add  that  we  stand  with  our  fellow  agricultural 
commodities  in  expressing  our  concern  that  farm  and  related  pro- 
grams should  not  be  called  upon  to  bear  an  inordinate  share  of  the 
offset  of  the  on-budget  cost  of  GATT  implementation.  It  makes  no 
sense  to  try  and  level  the  playing  field  on  one  hand  through  the 
GATT  and  then  to  disadvantage  U.S.  farmers  on  the  other  hand, 
knowing  that  foreign  competitors  will  be  using  all  that  is  within 
their  arsenal  in  agricultural  markets  around  the  world. 

Finally,  Mr.  Chairman,  we  would  like  to  express  our  appreciation 
again  to  the  committee,  and  in  particular  to  tell  you  that  Secretary 
Espy  and  Ambassador  Kantor  have  been  active  in  their  consulting 
with  us  on  APAC  and  we  have  been  made  to  feel  an  integral  part 
of  this  agreement. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Yancey  appears  at  the  conclusion 
of  the  hearing.] 

The  Chairman.  Thank  you  very  much. 

Next,  Mrs.  Zeosky  of  WIFE,  Women  Involved  in  Farm  Econom- 
ics. Happy  to  have  you. 

STATEMENT  OF  KAY  ZEOSKY,  CHAIRMAN,  TRADE  COMMITTEE, 
WOMEN  INVOLVED  IN  FARM  ECONOMICS 

Mrs.  Zeosky.  Before  I  begin,  I  have  a  birthday  present  for  Mr. 
Roberts  and  something  for  you.  May  I  bring  it  up? 

The  Chairman.  Save  the  spotted  cow.  I  do  hope  GATT  isn't  going 
to  mess  up  our  spotted  cows.  Thank  you  very  much. 

Mrs.  Zeosky.  Mr.  Chairman,  members  of  the  committee,  I  am 
Kay  Zeosky  of  Turin,  New  York.  I  am  a  member  of  Women  In- 
volved in  Farm  Economics — WIFE — and  serve  as  chairman  of 
wife's  trade  committee.  WIFE  is  a  grassroots  organization  com- 
mitted to  improving  profitability  in  production  agriculture  through 
education,  legislation,  communication,  and  cooperation. 

We  believe  that  a  strong,  secure  economy  in  the  United  States 
is  directly  related  to  a  strong,  healthy  economy  in  agriculture.  We 
feel  that  improving  profitability  on  our  farms  and  ranches  is  essen- 
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tial  for  maintaining  and  improving  the  quality  of  life  in  this  Na- 
tion. The  availability  of  food  is  the  key  to  our  national  security. 

While  WIFE  does  not  endorse  or  oppose  GATT,  it  is  hoped  that 
my  testimony  will  stimulate  discussion  between  those  to  be  im- 
pacted by  the  agreement  and  Members  of  Congress,  administration 
officials,  and  dairy  industry  representatives  about  the  GATT's  ef- 
fects on  future  congressional  prerogatives  and  many  existing  poli- 
cies. 

WIFE  is  concerned  about  the  new  GATT  access  amounts,  both 
cheese  and  noncheese,  the  administration's  plan  to  auction  dairy  li- 
censes to  help  finance  GATT,  and  the  need  to  strengthen  cheese 
importing  regulations.  With  your  permission,  I  will  submit  the  for- 
mal portion  of  my  testimony  with  attachments  for  the  record  and 
will  summarize  my  remarks  to  you  in  the  interest  of  saving  time. 

At  a  time  when  the  domestic  producer  is  struggling,  it  is  galling 
to  hear  that  the  GATT  proposes  to  reward  foreign  countries  with 
significant  additional  quantities  of  dairy  products  into  the  United 
States.  This  new  allocation  is  in  addition  to  the  large  quotas  al- 
ready available  to  them. 

Also,  U.S.  section  22  dairy  import  quotas  have  been  eliminated 
by  a  process  called  tarifTication.  Under  tariffication,  existing  import 
quotas  have  been  converted  to  tariff  rate  quotas  and  the  custom 
duties  on  these  quotas  are  to  be  progressively  reduced  over  time. 

Further,  the  agreement  requires  the  United  States  to  allow  mini- 
mum dairy  imports  equal  to  3  percent  of  domestic  consumption  be- 
ginning in  year  1  of  the  agreement.  This  minimum  access  expands 
to  5  percent  of  domestic  consumption  by  year  6  of  the  agreement. 
The  minimum  import  access  applies  to  cheese  and  noncheese  items 
such  as  butter,  butter  oil,  and  milk  powder.  Keep  in  mind  that 
even  a  domestic  excess  production  of  1  or  2  percent  has  deterred 
us  from  earning  a  living  wage  for  years. 

My  questions  to  you  on  this  aspect  of  the  GATT  are,  one,  what 
are  the  new  cheese  and  noncheese  access  amounts  as  assigned  to 
each  country?  What  did  each  country  give  up  to  get  increased  ac- 
cess and  what  did  we  get  in  return? 

Two,  were  foreign  countries  allowed  to  pick  the  varieties  for  the 
full  31,000  metric  tons  without  regard  to  the  effect  on  American 
consumption  patterns  and  domestic  production? 

Three,  a  preferred  importer  is  often  a  thinly  veiled  subsidiary  of 
a  foreign  government  or  is  a  government  controlled  exporter  or 
manufacturer.  Why  will  exporting  countries  be  allowed  to  pick 
their  own  preferred  importers  for  the  new  allocation? 

Four,  how  will  the  USDA  implement  the  large  noncheese  dairy 
access  and  how  will  the  administration  ensure  that  these  products 
do  not  disrupt  the  domestic  market?  As  part  of  the  GATT  agree- 
ment, the  United  States  agreed  to  substantially  reduce  and/or 
eliminate  many  of  its  Federal  subsidies  on  dairy  products  to  osten- 
sibly make  them  competitive  with  dairy  products  from  the  Euro- 
pean Union. 

This  is  troubling  because,  as  Congressman  Gunderson  pointed 
out  in  a  recent  press  release,  the  European  Union  "will  be  able  to 
subsidize  1.853  million  metric  tons  of  dairy  exports  to  our  92,000 
metric  tons  of  subsidized  dairy  exports  in  the  year  2000." 
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And  other  members  of  this  committee  have  informed  me  that 
United  States  exporters  will  be  in  competition  with  other  countries, 
such  as  New  Zealand  and  the  European  Union,  who  can  export 
dairy  products  at  higher  subsidies  and  at  quantities  greater  than 
allowed  for  the  United  States  under  GATT.  No  doubt  the  financing 
of  GATT  will  impact  the  agricultural  community.  In  fact,  the  Jour- 
nal of  Commerce  recently  reported  that  a  list  of  budget  cuts  has 
been  prepared  by  the  administration  that  will  help  pay  for  the 
GATT. 

Mr.  Chairman,  you  and  I  know  that  each  time  any  administra- 
tion wants  to  pay  for  any  of  its  misadventures,  it  looks  to  agri- 
culture to  pay  the  bill.  I  wonder  if  agriculture  is  once  again  being 
asked  to  pay  an  inequitable  amount.  Given  all  of  the  above,  I  would 
like  answers  to  the  following  questions. 

One,  I  want  to  see  the  administration's  list  of  proposed  budget 
item  cuts  that  will  help  pay  for  the  GATT.  Could  you  provide  me 
with  a  copy  of  that  list? 

Two,  if  the  administration  insists  on  cutting  USDA  programs, 
what  programs  do  they  intend  to  cut  and  how  will  they  cut  them? 
What  is  the  future  of  the  DEIP  program  and  other  similar  pro- 
grams? 

Now,  the  United  States,  in  an  effort  to  offset  revenue  losses  due 
to  the  decrease  in  tariffs,  is  considering  the  auctioning  of  dairy  im- 
port licenses  as  an  option  to  help  fund  the  implementation  of 
GATT.  This  proposed  plan  directly  contradicts  previous  congres- 
sional direction,  will  not  insure  against  inequitable  sharing  of  im- 
ports by  a  relatively  small  number  of  larger  imports,  and  will  pro- 
vide nonmeaningful  income  when  compared  to  the  income  loss  in- 
flicted upon  domestic  interests. 

These  are  not  just  the  assertions  of  some  New  York  farm  wife. 
In  fact,  USDA  FSA  official,  Carol  Harvey,  recommended  in  the 
USDA  April  1981  publication  entitled,  "Changes  in  the  Import  Li- 
censing System  for  Certain  Dairy  Products"  against  the  auctioning 
of  licenses  because,  "auctioning  may  benefit  the  larger,  financially 
stronger  traders  to  the  detriment  of  small  specialty  cheese  import- 
ers." Ms.  Harvey's  recommendations  are  as  true  today  as  the  day 
she  wrote  them. 

For  example,  the  new  market  access  given  to  New  Zealand  for 
cheese,  plus  the  increase  in  noncheese  dairy  access,  means  that  the 
New  Zealand  Dairy  Board  could  negatively  influence  domestic 
dairy  prices  through  its  U.S.  subsidiary  by  denying  availability  to 
customers  when  prices  are  low  and  by  pricing  its  merchandise  in 
the  United  States  in  an  unfair  manner.  Hence,  American  dairy  pro- 
ducers will  face  cutthroat  competition  from  a  well-funded,  quasi- 
governmental  agency. 

Given  the  predatory  practices  of  other  governments,  adjustments 
to  the  current  cheese  importing  regulations  are  necessary  to  ensure 
equity  as  the  import  market  adjusts  to  the  GATT.  In  short,  the 
cheese  importing  regulations  must  be  strengthened  by  the  Con- 
gress. 

I  should  also  point  out  that  the  Congressional  Research  Service 
in  its  December  9,  1992  report  to  Congress,  "Auctioning  Import 
Quotas  to  Cut  the  Budget  Deficit,"  rightfully  concluded  that,  "ex- 
cept for  sugar,  the  value  to  be  captured  from  auctioning  quotas  on 
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the  imports  of  these  products,  is  likely  to  be  small."  Equally  note- 
worthy is  the  fact  that  the  auctioning  of  cheese  and  dairy  import 
licenses  is  prohibited  under  19  U.S.C.  section  2581. 

Under  the  auctioning  scenario,  the  New  Zealand  Dairy  Board  or 
a  similar  board  with  deep  pockets  could  control  the  domestic  mar- 
kets to  suit  its  purposes.  My  questions  on  this  aspect  of  the  GATT 
are:  First,  the  auctioning  of  the  cheese  licenses  has  the  potential 
to  put  the  importing  industry  into  the  hands  of  foreign  govern- 
ments, such  as  New  Zealand  and  its  New  Zealand  Dairy  Board  and 
other  giant  entities. 

Why  is  the  administration  pursuing  this  notion? 

Second,  a  March  1994  USDA  FAS  publication,  "Dairy:  World 
Markets  and  Trade,"  states,  the  question  of  monopolistic  dairy 
boards,  like  the  New  Zealand  Dairy  Board,  was  not  taken  up  by 
GATT.  Why  not?  Third,  this  same  publication  goes  on  to  state  that 
the  New  Zealand  Dairy  Board  does  business  in  an  anticompetitive 
and  antifree  trade  manner.  Therefore,  does  the  New  Zealsind  Dairy 
Board  violate  any  United  States  antitrust  laws? 

Mr.  Chairman,  my  concerns  are  shared  by  countless  dairy  men 
and  women  trying  to  make  an  honest  living  across  the  United 
States.  We  are  individuals  who  cannot  count  on  quick  returns  on 
our  money  and  who  cannot  abandon  our  work  styles  overnight  even 
if  we  chose  to  do  so. 

You  see,  we  were  born  to  the  land  and  with  that  birthright  comes 
certain  responsibilities.  Among  those  responsibilities  are  account- 
able stewardship  of  the  land  and  the  obligation  to  deliver  quality 
and  affordable  products  to  America's  table  each  and  every  day.  We 
have  been  fortunate  in  this  country.  We  have  not  suffered  the 
pains  of  hunger  on  our  soil. 

On  the  other  hand,  Europeans  have  suffered  war  and  hunger. 
Perhaps  that  is  why  they  gave  up  so  little  under  GATT  and  we 
gave  away  so  much  for  heaven  knows  what  in  return.  The  memory 
of  hunger  is  a  long-lasting  experience  and  we  may  have  just  signed 
up  for  a  delayed  action  ordeal  under  GATT's  dairy  provisions. 

My  final  question  to  each  of  you  today  is:  Which  of  you  will  work 
with  us  to  try  to  ameliorate  the  potential  for  harm  to  the  dairy  sec- 
tor under  GATT?  I  have  prepared  a  suggested  list  of  legislative  ini- 
tiatives which  hopefully  address  some  of  the  GATT's  failings  for  the 
dairy  sector. 

With  your  permission,  I  will  submit  them  for  the  record  as  part 
of  my  formal  remarks  for  your  consideration. 

Mr.  Chairman,  thank  you  for  the  opportunity  to  appear  before 
you  and  your  colleagues  today. 

[The  prepared  statement  of  Mrs.  Zeosky  appears  at  the  conclu- 
sion of  the  hearing.] 

The  Chairman.  Thank  you  very  much.  We  appreciate  your  testi- 
mony. Without  objection,  some  of  your  attachments  will  appear  in 
the  record. 

And  again,  thanks  for  the  T-shirts,  and  I  notice  that  they  say 
made  in  the  USA. 

Next,  Mr.  Barr,  National  Milk  Producers  Federation. 

Mr.  Roberts.  I  also  notice,  Mr.  Chairman,  that  they  are  extra 
large. 

Mrs.  Zeosky.  They  will  shrink. 
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STATEMENT  OF  JAMES  C.  BARR,  CHIEF  EXECUTIVE  OFFICER, 
NATIONAL  MILK  PRODUCERS  FEDERATION 

Mr.  Barr.  Thank  you  very  much,  Mr.  Chairman.  The  National 
Milk  Producers  Federation  appreciates  this  opportunity  to  testify 
this  morning  and  appreciates  the  fact  that  you  are  holding  these 
hearings  and  your  continued  involvement  in  this  GATT  process  as 
it  unfolds. 

My  name  is  Jim  Barr.  I  am  chief  executive  officer  of  the  National 
Milk  Producers  Federation.  It  is  no  secret  that  the  dairy  industry 
has  been  very  concerned  from  the  beginning  about  the  evolvement 
of  the  GATT  process  because  we  considered  section  22  import 
quotas  to  be  a  linchpin  of  U.S.  dairy  policy  and  it  was  obvious  from 
the  beginning  that  section  22  would  not  survive  the  GATT  Round. 

With  that,  we  began  to  work  very  closely  with  U.S.  negotiators 
in  trying  to  forge  the  best  GATT  policy  for  dairy  that  we  could 
achieve,  and  we  asked  our  negotiators  basically  for  three  things. 
We  asked  them  for  meaningful  access  into  the  world  market,  par- 
ticularly Mexico  and  Canada. 

We  asked  them  for  a  continued  fully  funded  dairy  export  incen- 
tive program,  particularly  in  light  of  the  heavy  continued  export 
subsidies  from  the  European  Union,  and  we  asked  for  their  support 
in  creating  legislation  to  establish  a  marketing  board  for  dairy  so 
that  we  could  reach  our  full  export  potential  in  the  new  GATT 
world. 

And  what  have  we  received?  On  market  access,  particularly  in 
Canada,  we  have  been  told  by  our  negotiators  that  we  are  being 
traded  off  for  other  interests  and  we  are  not  going  to  achieve  the 
minimum  access  requirements  as  established  under  GATT. 

We  are  very  concerned  about  this.  We  have  worked  very  closely 
with  Secretary  Espy  and  his  staff.  We  have  gotten  their  support 
and  their  continued  efforts  to  get  minimum  access  into  Canada,  yet 
it  would  appear  that  there  are  others  within  the  administration 
that  would  trade  off  dairy  for  other  interests,  as  I  said. 

On  the  dairy  export  incentive  program,  we  are  very  concerned 
that  the  United  States  is  on  the  verge  of  unilaterally  surrendering 
its  export  subsidies  under  the  dairy  export  incentive  program  and 
the  export  enhancement  program.  History  clearly  indicates  that  if 
our  desire  is  to  disarm,  you  certainly  don't  become  the  first  at  the 
table  to  disarm.  We  need  to  continue  those  programs  so  long  as  the 
European  Union  is  going  to  continue  to  take  advantage  of  tremen- 
dous amounts  of  export  subsidies. 

And  finally,  Mr.  Chairman,  on  the  creation  of  the  marketing 
board,  we  continue  to  be  frustrated  by  lack  of  real  support  from  the 
administration  and  from  the  Congress  for  the  creation  of  this  body 
which  we  feel  is  badly  needed. 

What  would  we  ask  of  you  here  today?  We  would  ask  for  your 
help  on  encouraging  the  administration  to  make  sure  that  the 
dairy  industry  achieves  market  access  into  the  world  markets  and 
that  Canada  is  required  to  live  up  to  its  minimum  commitments 
under  the  GATT. 

We  would  ask  for  your  continued  support  on  fully  funding  the 
dairy  export  incentive  program  and  the  export  enhancement  pro- 
gram so  that  we  will  have  a  chance  to  compete  in  this  new  world 
market. 
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And  finally,  we  would  ask  for  your  help  and  your  support  in  es- 
tablishing a  marketing  board  so  the  U.S.  dairy  industry  can  reach 
its  full  potential  as  we  move  forward  into  a  new  world  of  inter- 
national trade. 

Thank  you  very  much,  Mr.  Chairman.  We  will  be  happy  to  re- 
spond to  your  questions. 

[The  prepared  statement  of  Mr.  Barr  appears  at  the  conclusion 
of  the  hearing.] 

The  Chairman.  Thank  you  very  much. 

Next,  Mr.  Huber,  Farmers  Union  Milk  Marketing  Co-Op,  Madi- 
son, Wisconsin. 

STATEMENT  OF  STEWART  G.  HUBER,  PRESIDENT,  FARMERS 
UNION  MILK  MARKETING  COOPERATIVE 

Mr.  HuBER.  Thank  you  very  much,  Mr.  Chairman.  My  name  is 
Stewart  Huber.  I  am  a  Wisconsin  dairy  farmer,  but  I  represent  pro- 
ducers in  eight  Midwestern  States  through  the  Farmers  Union 
Milk  Marketing  Cooperative.  I  will  summarize  my  written  remarks 
and  request  the  full  transcript  be  entered  into  the  record. 

At  the  outset,  let  me  say,  we  have  heard  the  hype  and  claims 
about  the  benefits  GATT  will  bring  to  agriculture  in  opening  mar- 
kets, about  export  expansion  in  terms  of  billions  of  dollars  of  sales. 
While  some  commodities  could  conceivably  benefit,  we,  and  increas- 
ingly others,  believe  the  dairy  industry  will  be  the  real  losers  under 
the  Uruguay  Round. 

Note  attachments  of  views  of  others  who  share  our  concerns. 

Our  negotiators,  by  trading  away  our  section  22  provisions,  have 
put  U.S.  milk  producers  at  the  mercy  of  a  global  fire  sale  dumping 
pricing  situation  and  made  domestic  program  initiatives  extremely 
difficult  to  create. 

Please  note  an  attachment  showing  world  dairy  prices  are  about 
one-half  of  current  domestic  levels,  and  ours,  by  the  proponent's 
own  admissions,  is  not  likely  to  recover  any  time  soon. 

Please  note  as  well,  as  Mrs.  Zeosky  pointed  out,  the  table  show- 
ing the  dramatic  adverse  impact  the  minimum  access  provisions 
will  have  on  our  domestic  supply  situation  over  the  5-year  period. 
A  50-percent  increase  in  imports  in  year  one  and  a  250-percent  in- 
crease in  year  six.  We  have  been  told  that  minimum  access  provi- 
sions can't  be  changed  and  yet,  as  we  cite  on  page  3  of  our  paper, 
importers  have  apparently  been  successful  in  doing  just  that. 

This  really  suggests  that  the  specifics  of  the  Uruguay  Round  is 
not  chiseled  in  stone  after  all.  We  should  hope  this  committee  could 
provide  some  valuable  assistance  in  getting  our  negotiators  to  go 
back  to  the  table  to  push  for  improvements  that  would  make  this 
agreement  less  harmful  to  our  industry. 

Provisions  for  export  subsidy  reductions  are  clearly  uneven  and 
unfair.  A  member  of  this  committee  questioned  why  the  E.C.  will 
be  allowed  100  times  more  export  subsidy  for  cheese  as  allowed  by 
the  United  States,  17.5  times  as  much  butter  and  butter  oil,  and 
get  this,  a  whopping  939  times  as  much  other  dairy  products  as  we 
are  allowed. 

How  on  Earth  can  we  compete  in  that  dumping  ground  world 
market  with  all  the  cards  stacked  against  us?  Face  it,  the  dairy  ex- 
port incentive  program  which  provided  the  only  significant  export 


167 

opportunity  in  the  recent  past  will  be  significantly  limited  by  this 
new  agreement  as  well. 

On  page  4  of  our  written  report,  please  note  the  warning  by  FAS, 
and  the  failure  of  the  Uruguay  Round  to  address  the  issue  of  the 
anticompetitive  and  already  formed  entity  of  the  New  Zealand 
State  Trading  Company.  Based  on  a  FAS  report,  we  urge  the  com- 
mittee request  a  formal  opinion  by  Justice  and  IRS  to  see  if  the 
New  Zealand  Dairy  Board  actions  may  violate  United  States  anti- 
trust laws. 

On  page  5,  we  cite  the  dairy  food  safety  problems  created  by 
GATT.  I  am  sure  I  don't  have  to  remind  any  member  of  this  com- 
mittee that  U.S.  dairy  farms  and  plants  face  increasingly  costly, 
stiff  phytosanitary  environmental  drug  and  antibiotic  regulations 
on  their  products,  premises,  and  equipment.  No  such  rules  apply 
to  foreign  farms  or  plants,  creating  an  unfair  double  standard  and 
putting  consumers  and  producers  alike  at  risk  to  a  flood  of  new  im- 
ports. 

We  request  Congress  to  transfer  dairy  inspection  authority  from 
FDA,  which  lacks  authority  to  inspect  foreign  dairy  farms  and 
plants,  over  to  USDA  that  does  have  such  authority,  along  with  for- 
eign assessment  authority  as  well. 

On  page  6,  we  say,  don't  make  dairy  farmers  pay  for  the  $13.9 
billion  budget  shortfall  in  tariff  reductions  under  GATT.  We  are  al- 
ready the  big  losers. 

And  finally,  we  fear  this  hearing  is  not  about  a  new  trade  agree- 
ment but  rather  about  the  abdicaiion  of  our  ability  to  chart  our 
own  destiny.  The  world  trade  organization  which  replaces  GATT, 
once  GATT  is  ratified,  will  be  run  by  faceless  bureaucrats  who  will 
wield  enormous  power  and  usurp  our  sovereignty  to  establish  and 
enforce  sanitary  standards  and  other  fundamental  policy  questions. 
The  World  Trade  Organization  will  be  a  treaty,  not  an  agreement, 
and  should  require  a  two-thirds  Senate  majority  rather  than  single 
majority  of  the  Congress  to  ratify. 

Our  time  is  up.  We  have  made  specific  recommendations  on  page 
7  of  the  implementing  legislation. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Huber  appears  at  the  conclusion 
of  the  hearing] 

The  Chairman.  Thank  you  very  much.  We  appreciate  the  testi- 
mony of  all  of  the  witnesses.  We  have,  back-to-back,  two  votes  on 
the  floor.  We  will  come  back  if  you  would  remain  for  questions  that 
members  might  have  afterwards. 

So  we  will  take  a  short  recess.  We  should  be  back  hopefully  in 
about  10,  no  later  than  15  minutes,  so  relax  while  we  are  gone. 

The  committee  will  stand  in  recess. 

[Recess  taken.] 

The  Chairman.  The  committee  will  be  in  order. 

Any  member  have  a  question  to  any  one  of  the  panel? 

Mr.  Gunderson. 

Mr.  Gunderson.  Thank  you,  Mr.  Chairman. 

Mr.  Barr,  we  had  an  experience  in  the  North  American  Free- 
Trade  Agreement  where,  very  frankly,  the  sugar  industry  was  able 
to  negotiate  with  the  administration  over  a  number  of  provisions 
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that  changed  what  was,  up  to  that  point,  an  unacceptable  agree- 
ment from  their  perspective  into  an  acceptable  agreement. 

When  you  look  at  GATT,  at  the  continuing  negotiations  with 
Canada,  at  the  possibility  of  auctioning  off  import  quotas,  and  at 
the  allocation  of  that  quota  on  a  monthly  basis,  do  you  believe  and 
is  National  Milk  willing  to  see  if  they  can  bring  the  dairy  industry 
in  this  country  together  as  to  what  conditions  would  be  necessary 
to  make  the  agreement  acceptable  to  the  dairy  industry  and  see  if 
we  can  articulate  those  in  a  unified  way?  Mr.  Huber  may  want  to 
comment  on  this  too  because  he  has  been  involved  in  the  export  ne- 
gotiation side  of  this  as  well. 

I  mean,  is  that  possible?  And  if  so,  would  National  Milk  be  will- 
ing to  take  the  lead  on  that  type  of  thing? 

Mr.  Barr.  I  think  that  is  an  excellent  question,  Mr.  Gunderson, 
because  I  do  think  that  is  possible.  It  is  something  that  we  have 
been  doing  with  the  Department  of  Agriculture  as  they  have 
worked  in  negotiating  the  GATT  agreement,  but  as  you  know,  they 
are  no  longer  the  primary  negotiator  here. 

There  are  other  administration  interests  involved  and  their  agen- 
da may  be  slightly  different  than  the  agenda  that  we  have  seen 
thus  far  from  Secretary  Espy  and  his  people.  So  in  answer  to  your 
question,  yes,  we  would  very  much  like  to  have  that  opportunity. 

We  do  think  there  are  some  specific  things  that  could  be  done 
consistent  with  the  trade  agreement  that  we  could  do  outside  of 
that  agreement  that  could  bring  about  that  kind  of  support. 

Mr.  Gunderson.  Is  it  realistic  to  ask  you  to  see  if,  say  within 
a  month,  we  could  have  a  consensus  of  what  those  specific  items 
ought  to  be? 

Mr.  Barr.  I  think  within  a  shorter  timeframe  than  that,  we 
could  get  one  from  National  Milk.  Trying  to  bring  some  of  the  other 
organizations  in  under  that  umbrella,  I  am  not  sure,  but  we  would 
certainly  be  willing  to  make  that  effort. 

Mr.  Gunderson.  Mr.  Huber. 

Mr.  Huber.  I  certainly  concur  that  such  proposal  needs  to  be  ex- 
plored and  we  would  be  more  than  happy  to  participate  in  such  a 
venture.  We  think  it  is  absolutely  necessary  to  get  done  if  this 
GATT  agreement  is  to  be  implemented  and  not  damage  our  indus- 
try. 

Mr.  Gunderson.  Thank  you  both. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Any  other  questions?  If  not,  we  thank  all  the 
panel.  We  appreciate  your  contribution.  I  assure  you  it  will  be  very 
helpful. 

Next  panel,  Mr.  Watts,  on  behalf  of  the  rice  industry;  Mr.  Merja, 
Wheat  Growers;  Mr.  Senter,  American  Corn  Growers;  Mr.  Drake, 
National  Cattlemen's;  Mr.  Mullins,  Meat  Export  Federation,  and 
Mr.  McGrath  for  the  Florida  Citrus  Mutual. 

We  will  begin  with  Mr.  Watts,  and  we  will  appreciate  it,  to  the 
extent  that  you  can  summarize  your  statement. 
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STATEMENT  OF  ROBERT  WATTS,  VICE  PRESIDENT,  COMMOD- 
ITY AND  INTERNATIONAL,  RIVIANA  FOODS,  ON  BEHALF  OF 
THE  RICE  MILLERS'  ASSOCIATION  AND  U.S.  RICE  PRODUC- 
ERS' GROUP 

Mr.  Watts.  Good  morning,  Mr.  Chairman.  My  name  is  Robert 
Watts.  I  appear  this  morning  on  behalf  of  the  U.S.  Rice  Millers  As- 
sociation and  the  U.S.  Rice  Producers  Group.  I  am  currently  serv- 
ing as  chairman  of  the  board  and  live  and  work  in  eastern  Texas 
where  I  am  vice  president  for  commodity  and  international  for 
Riviana  Foods,  Inc.,  a  rice  milling  and  marketing  firm. 

The  United  States  rice  industry  has  faced  the  rigors  of  inter- 
national competition  for  many  years  and  has  maintained  a  15  to 
20  percent  share  of  world  trade.  Today,  U.S.  rice  is  sold  in  116 
countries  and  our  industry  is  widely  recognized  for  quality  and  as 
a  reliable  supplier.  Having  a  major  stake  in  international  trade, 
the  United  States  rice  industry  believes  it  was  important  a  good 
GATT  agreement  be  reached  in  the  Uruguay  Round. 

The  United  States  is  a  competitive  international  rice  marketer  in 
spite  of  extensive  Government  intrusion  in  the  production  and  mar- 
keting sectors  of  our  export  competitors,  current  customers,  and  po- 
tential customers.  Unfortunately,  the  damaging  effects  of  such 
intervention  will  not  be  completely  repaired  with  the  implementa- 
tion of  the  Uruguay  Round  agreement. 

While  the  end  of  import  bans  in  Japan,  South  Korea  and  hope- 
fully other  countries  provide  a  great  deal  of  optimism  for  an  ex- 
panded and  strengthened  world  rice  market,  there  are  a  number  of 
trade  practices  among  other  countries,  most  notably  the  European 
Union,  Thailand,  Vietnam,  and  others  which  give  rise  to  our  con- 
cern. 

Although  agricultural  export  subsidies  have  been  disciplined  by 
the  Uruguay  Round  agreement,  they  have  also  been  legitimized  by 
it.  We  believe  the  European  Union  will  take  every  opportunity  to 
fully  capitalize  on  this  new  understanding  regarding  export  sub- 
sidies. We,  therefore,  urge  each  and  every  use  of  every  GATT  legal 
tool  to  maximize  exports  of  U.S.  rice.  This  includes  aggressive  use 
of  an  export  enhancement  program  when  necessary  to  counter  un- 
fair trade  practice  of  the  European  Union. 

We  request  that  EEP  be  made  available  for  use  in  all  markets 
where  the  United  States  faces  subsidized  competition  from  other 
countries  such  as  Vietnam  and  Thailand.  The  EEP  has  never  been 
used  against  Thailand  or  Vietnam  in  spite  of  ample  evidence  of  ex- 
ports subsidies  and  subsidized  state  trading. 

We  also  favor  continued  funding  for  other  market  development 
and  market  expanding  programs,  such  as  the  market  promotion 
program,  foreign  market  development  program  and  food  aid  pro- 
grams. Continued  full  funding  of  food  aid  programs  is  consistent 
with  the  commitment  made  to  developing  countries  that  the  Uru- 
guay Round  agreement  would  not  adversely  affect  the  availability 
of  food  aid. 

The  United  States  rice  industry  has  been  a  strong  and  active 
supporter  of  Uruguay  Round  since  the  outset  of  negotiations.  While 
the  agreement  falls  short  of  the  original  U.S.  objectives,  the  indus- 
try   fully    supports    the    agricultural    provisions    because    of   the 
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progress  they  will  make  in  providing  greater  access  to  rice  markets 
of  GATT  member  countries. 

We  believe  the  removal  of  import  bans,  conversion  of  nontariff 
barriers  into  tariff  equivalents,  reduction  of  tariffs  and  the  decline 
of  subsidized  exports  will  significantly  expand  and  improve  the 
global  rice  trading  environment. 

We  urge  the  U.S.  Government  to  aggressively  seek  to  build  on 
the  progress  that  has  been  achieved  with  this  agreement  in  future 
negotiations.  Moreover,  given  the  likely  entry  of  Taiwan  to  the 
GATT  in  the  near  future,  the  United  States  rice  industry  expects 
the  United  States  Government  to  obtain,  as  a  condition  for  acces- 
sion, an  agreement  that  provides  for  clear  and  significant  rice  mar- 
ket access. 

Based  on  the  information  available  as  of  today,  we  find  the 
agreement  to  be  reasonably  equitable  and  reciprocal.  For  example, 
although  Japan  was  not  subject  to  immediate  tariffication  and  a 
tariff  reduction  schedule  under  the  terms  of  the  agreement,  Japan 
offered  a  larger  quota  than  required  under  the  Dunkel  formula. 

However,  the  industry  does  have  reservations  over  South  Korea 
obtaining  developing  country  status.  This  enabled  that  country  to 
avoid  the  more  stringent  disciplines  imposed  on  developed  coun- 
tries. 

The  European  Union  commitment  to  maintain  its  current  import 
access  levels  for  rice,  while  a  positive  development,  does  fall  short 
of  meeting  the  Uruguay  Round  objective  of  expanding  market  ac- 
cess opportunities.  The  industry  requested  that  a  tariff  rate  quota 
system  be  established  by  the  European  Union  to  satisfy  the  market 
access  objective  of  the  negotiations.  However,  the  European  Union 
rice  market  access  provisions,  including  a  bound  tariff  schedule  and 
a  bound  margin  of  preference  would  generate  additional  market  ac- 
cess if  implemented  as  the  United  States  rice  industry  currently 
understands  them. 

We  are  concerned  that  market  access  commitments  and  mecha- 
nisms for  some  countries  are  not  complete.  We  believe  it  is  inad- 
equate for  those  countries  to  be  allowed  to  have  binding  commit- 
ments offering  less  access  than  a  GATT  member  of  comparable  eco- 
nomic status. 

Finally,  we  are  opposed  to  any  proposal  in  the  implementing  leg- 
islation that  would  burden  agriculture  with  a  disproportionate  cost 
of  implementing  the  Uruguay  Round. 

In  summary,  we  would  urge  Congress  to  approve  the  Uruguay 
Round  agreement  but  require  the  administration  to,  one,  fully  uti- 
lize all  allowed  export  assistance;  two,  accept  nothing  less  than  full 
compliance  by  all  GATT  members  with  terms,  conditions,  and  pro- 
visions established  for  their  GATT  determined  economic  status; 
and  three,  not  ask  agriculture  to  bear  more  than  its  share  of  the 
cost  of  implementing  the  agreement. 

Thank  you,  Mr.  Chairman,  for  this  opportunity  for  the  rice  indus- 
try to  make  its  concerns  and  hopes  heard  to  you  and  the  committee 
regarding  the  Uruguay  Round  agreement.  I  will  be  happy  to  an- 
swer questions. 

And  may  I  close  by  wishing  happy  birthday  to  your  colleague. 
[The  prepared  statement  of  Mr.  Watts  appears  at  the  conclusion 
of  the  hearing.  I 
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The  Chairman.  Thank  you  very  much. 

Next,  we  have  Mr.  Merja,  National  Association  of  Wheat  Grow- 
ers. 

STATEMENT  OF  CHUCK  MERJA,  SECRETARY-TREASURER, 
NATIONAL  ASSOCIATION  OF  WHEAT  GROWERS 

Mr.  Merja.  Thank  you,  Mr.  Chairman,  and  members  of  the  com- 
mittee. I  appreciate  the  opportunity  to  speak  on  behalf  of  the 
wheat  growers  of  the  country  today.  I  am  a  wheat  grower  from  the 
State  of  Montana,  and  I  appear  today  as  the  secretary-treasurer  of 
the  National  Association  of  Wheat  Growers. 

We  have  supplied  a  written  statement  and  I  will  try  and  summa- 
rize that. 

The  Chairman.  All  of  the  statements  will  appear  in  the  record 
as  they  are  presented  to  the  committee. 

Mr.  Merja.  The  goal  of  the  Uruguay  Round  trade  negotiations 
was  reformed.  We  believe  that  the  results,  even  after  the  end  of  the 
6-year  implementing  period,  will  be  fairly  modest  for  wheat  grow- 
ers. The  tjnited  States  farmer's  ability  to  export  to  new  and  sus- 
tained markets  will  largely  be  determined  by  how  the  administra- 
tion and  Congress  intend  to  proceed  on  the  implementation  of  the 
Uruguay  Round  agreement. 

In  the  case  of  wheat,  when  fully  implemented,  the  new  GATT 
agreement  will  have  curtailed  European  wheat  subsidies  by  an 
amount  roughly  equivalent  to  a  poor  wheat  crop  in  Italy,  signifi- 
cantly less  than  a  poor  wheat  crop  in  Kansas.  In  other  words,  not 
very  much. 

Moreover,  the  GATT  accord  will  do  nothing  to  discipline  the  un- 
fair trade  practices  of  monopolistic  State  trading  agencies  or  other 
countries  who  employ  predatory  pricing  practices  to  enhance  world 
market  share. 

And  if  you  think  that  State  trading  agencies  are  as  benign  as  our 
negotiator  apparently,  then  you  should  come  to  Shelby,  Montana 
where  47  percent  of  last  year's  wheat  crop  is  still  under  loan,  even 
though  the  elevators  there  have  handled  record  amounts  of  wheat. 

We  have  done  precious  little  in  this  agreement  to  change  the  fact 
that  the  highest  cost  producer  will  still  be  the  largest  producer  and 
exporter  while  lowest  cost  producer  countries  struggle  for  market 
share. 

The  National  Association  of  Wheat  Growers  recommends  four  fol- 
lowing issues:  The  EEP  be  redefined  to  focus  on  foreign  market  de- 
velopment and  export  expansion;  that  EEP  operations  must  be 
broadened  to  include  all  foreign  markets  and  streamlined  to  in- 
crease effectiveness;  that  EEP  funding  must  be  made  available  and 
must  be  required  to  be  used  to  the  full  extent  permitted  by  GATT; 
and  that  outlay  reductions  in  EEP  required  during  the  GATT  im- 
plementation period  must  be  redirected  to  fund  green  box  export 
programs. 

In  that  light,  nothing  strongly  supports  a  requirement  that  those 
reductions  in  EEP  required  by  GATT  and  other  subsidy  programs 
be  shifted  to  export  development  activities  not  subject  to  reduction 
under  GATT. 


172 

On  this  point,  we  are  discouraged  by  the  administration's  deci- 
sion to  cut  support  for  green  box  export  promotion  programs  in  fis- 
cal year  1995.  We  think  that  that  is  very  naive. 

In  its  budget  request,  the  USDA  reduced  its  funding  for  the  for- 
eign market  development  program,  the  market  promotion  program, 
Public  Law  480,  food  for  peace  program  by  $320  million.  It  com- 
pletely eliminated  SOAP  and  COAP  and  it  is  disturbing  to  see  the 
United  States  continuing  to  unilaterally  disarm  its  export  pro- 
grams, particularly  those  permitted  by  GATT,  even  ahead  of  the 
implementation  of  the  Uruguay  Round  agreement. 

The  NAWG  strongly  urges  the  administration  to  take  a  highly 
aggressive  stance  in  the  operation  of  the  EEP  program  prior  to  the 
Uruguay  Round  agreement  entering  into  force. 

In  closing,  I  would  like  to  say,  as  many  other  preceding  me  have 
talked  about,  the  budget  implications  and  who  is  going  to  pay  for 
the  implementation  of  the  GATT  Round.  In  my  testimony,  we  talk 
about  a  third  of  the  burden  and  now,  as  Mr.  Roberts  said,  we  might 
be  40  percent.  That  is  totally  unacceptable  to  the  wheat  industry. 

We,  according  to  USDA's  own  analysis,  wheat  farmers  can  only 
expect  to  see  income  increases  by  some  6  percent  at  the  end  of  the 
6-year  implementing  period,  and  that  surely  would  not  offset  any 
of  the  costs  that  we  are  talking  about.  And  in  fact,  the  last  admin- 
istration, when  Mr.  Bush  signed  the  1990  Budget  Reconciliation 
Act  that  cut  $13.8  billion  out  of  the  agricultural  budget,  said  that 
we  were  supposed  to  recover  those  by  a  good  GATT  agreement,  so 
we  are  already  $13  billion  in  the  hole  and  we  have  already  given 
at  the  office. 

Again,  we  would  like  to  thank  you  for  the  opportunity  to  appear 
here  today  and  look  forward  to  working  with  you  and  the  adminis- 
tration to  make  sure  that  the  Uruguay  Round  implementing  bill  is 
something  that  we  can  all  be  happy  with. 

[The  prepared  statement  of  Mr.  Merja  appears  at  the  conclusion 
of  the  hearing.] 

The  Chairman.  Thank  you  very  much. 

Next,  Mr.  Senter,  American  Corn  Growers. 

STATEMENT  OF  DAVID  SENTER,  DIRECTOR,  CONGRESSIONAL 
AFFAIRS,  AMERICAN  CORN  GROWERS  ASSOCIATION 

Mr.  Senter.  Thank  you,  Mr.  Chairman.  I  am  David  Senter,  di- 
rector of  congressional  affairs  for  the  American  Corn  Growers  Asso- 
ciation. We  would  like  to  thank  you,  Mr.  Chairman,  for  being  such 
an  advocate  for  agriculture  and  farm  programs,  and  it  is  very  im- 
portant in  these  days  where  it  seems  like  farmers,  farm  programs, 
USDA,  is  under  attack  daily  in  the  press.  It  is  very  important  to 
have  people  speaking  out  strongly  in  support  of  U.S.  agriculture 
and  we  appreciate  it. 

Over  the  course  of  the  negotiations  on  GATT,  our  organization 
has  monitored  the  talks  very  closely,  traveling  to  Geneva,  Tokyo, 
and  other  cities  around  the  globe  to  find  out  what  was  being  pro- 
posed and  the  impact  that  it  would  have  on  world  trade  and  how 
it  would  affect  America's  family  farmers,  and  in  particular,  those 
producing  corn  and  feed  grains. 
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Our  members  have  written  thousands  of  letters  to  the  Reagan, 
Bush  and  Chnton  administrations,  to  Members  of  Congress,  de- 
scribing specific  concerns  that  we  have  with  the  treaty. 

One  of  our  primary  concerns  that  has  been  voiced  by  many  other 
groups  throughout  the  process  is  we  oppose  the  eUmination  of  sec- 
tion 22  provisions  that  protect  U.S.  agriculture  from  unfair  im- 
ports. We  also  oppose  the  elimination  of  the  Meat  Import  Act. 

We  will  be  replacing  these  effective  laws  with  ineffective  tariffs 
which  will  then  be  phased  down  or  out  over  time,  and  given  the 
ease  in  which  countries  can  move  the  value  of  their  currencies,  it 
makes  it  very  difficult  to  put  in  place  any  kind  of  a  program  that 
will  work  as  effectively  as  what  we  have  now. 

We  are  concerned  with  the  GATT  agreement,  the  mandates  for 
minimum  import  into  our  domestic  market.  We  have  a  number  of 
commodities  where  we  import  less  than  5  percent,  dairy,  peanuts, 
soybeans  and  some  other  commodities.  So  this  agreement  is  going 
to  mean  we  will  be  competing  for  our  own  domestic  market  in  addi- 
tion to  trying  to  go  ahead  and  penetrate  into  the  world  market. 

We  believe  that  the  negotiations  should  have  concentrated  much 
more  heavily  on  reducing  and  ultimately  banning  export  dumping, 
but  the  agreement  did  not. 

We  have  a  large  concern  about  what  the  U.S.  agreed  to  in  a 
peace  clause  to  not  challenge  GATT  legal  subsidized  imports  for  9 
years.  Why  would  the  United  States  agree  not  to  challenge  imports 
for  9  years  not  knowing  from  year  to  year  what  the  situation  is 
going  to  be?  Just  look  at  the  Canadian  experience  now  and  it  is 
quick  to  see  how  situations  can  change  very  drastically. 

We  oppose  the  direction  in  the  GATT  deal  to  move  to  direct  wel- 
fare-type decoupling  payments  rather  than  farm  programs.  Farm 
programs  are  not  welfare  programs.  Currently,  one  of  the  most 
talked  about  schemes  is  the  revenue  assurance  plan. 

If  Federal  or  State  food  safety  standards  are  more  strict  than 
global  standards,  they  will  be  open  to  GATT  challenges,  trade  bar- 
riers when  applied  to  imported  foods.  The  final  agricultural  agree- 
ment should  address  the  problem  of  how  to  fairly  share  the  cost  of 
maintaining  the  world's  food  reserves  and  the  problem  of  how  to 
equitably  share  the  burden  of  reducing  stocks  when  they  grow  to 
levels  that  are  market  disrupting. 

We  believe  family  farm  income  will  be  reduced  and  this  will 
occur  through  cuts  in  price  support  programs,  elimination  of  import 
controls  and  other  means,  the  AMS,  the  aggregate  measure  of  sup- 
port, after  they  look  at  every  local,  State  and  Federal  program  that 
results  in  higher  agricultural  prices  or  lower  farming  expenses. 
Once  this  is  bound  and  then  reduced  by  20  percent,  we  believe  one 
of  the  major  flaws  is  that  there  is  no  provision  for  increases  in  the 
costs  of  production  or  in  currency  fluctuations  in  other  countries  to 
solve  the  problems  that  we  are  going  to  have  once  you  go  into  this 
process. 

We  all  know  that  with  the  Clean  Water  Act,  with  new  conserva- 
tion and  environmental  criteria  coming  down  the  road,  it  increases 
the  costs  of  farming.  All  of  these  things  should  be  reflected  in  these 
agreements. 

We  believe  that  mandating  imports  of  commodities  that  are  al- 
ready in  surplus  will  lower  prices  and  increase  losses  to  farmers. 
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Export  dumping  of  agriculture  products  currently  prohibited 
under  various  GATT  arrangements  is  now  approved  and  the  new 
text  is  written  to  override  this  prohibition.  The  most  troubling  as- 
pect of  the  treaty  is  the  attempt  to  write  the  next  farm  bill  through 
these  negotiations. 

The  treaty  makes  GATT  illegal  many  of  the  programs  that  work 
well  at  low  cost  to  taxpayers.  We  believe  that  the  deal  is  an  end 
to  food  security  and  sets  in  place  a  race  to  the  lowest  price  and 
quality.  It  sets  up  an  intensive  farming  pattern  that  threatens  all 
efforts  to  move  to  sustainable  agriculture. 

Two  other  quick  points.  We  believe  that  this  is  a  treaty  and  not 
just  an  agreement  because  it  overrides  local,  Federal  and  State 
laws.  The  appeal  process  set  up  in  the  World  Trade  Organization 
will  set  their  own  rules  and  it  removes  it  from  the  United  States, 
U.S.  courts,  Congress,  or  officials,  and  unless  major  changes  are 
made  in  the  proposal  as  Congress  considers  it,  which  will  be  very 
difficult,  ACGA  will  have  to  oppose  passage  of  this  based  on  these 
concerns. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Senter  appears  at  the  conclusion 
of  the  hearing.] 

The  Chairman.  Thank  you  very  much.  We  appreciate  your  testi- 
mony. 

Next,  Mr.  Drake,  National  Cattlemen's  Association. 

STATEMENT  OF  BOB  DRAKE,  PRESIDENT-ELECT,  NATIONAL 
CATTLEMEN'S  ASSOCIATION 

Mr.  Drake.  Good  morning,  Mr.  Chairman,  and  thank  you  gentle- 
men for  being  here.  I  know  you  have  had  a  hectic  day  and  a  lot 
more  going  on.  I  am  a  cattleman  from  southern  Oklahoma,  and  I 
am  the  president-elect  of  the  National  Cattlemen's  Association  rep- 
resenting 230,000  cattle  producers  nationwide. 

Mr.  Chairman,  the  National  Cattlemen's  Association  supports 
Uruguay  Round  of  the  General  Agreement  on  Tariffs  and  Trade, 
GATT,  because  it  represents  a  good  business  opportunity,  we  think, 
for  our  industry  and  for  America  as  a  whole.  During  the  last  dec- 
ade, we  have  worked  aggressively  to  develop  access  and  to  expand 
our  foreign  markets.  We  realize  economic  growth  in  our  industry 
is  dependent  on  continued  growth  in  our  export  markets. 

In  1994,  the  U.S.  beef  industry  will  export  12  percent  of  its  value 
and  its  production.  This  compares  to  less  than  1  percent  10  years 
ago.  Export  growth  has  been  the  result  of  hard-fought  negotiations 
and  gaining  access  to  the  markets  abroad.  We  cattlemen  know  our 
product  can  compete  in  the  world  market  if  it  is  given  a  fair  oppor- 
tunity. 

Reducing  trade  barriers  and  gaining  market  access  have  been 
and  will  continue  to  be  our  top  priority.  It  is  in  this  spirit  of  new 
market  opportunities  that  the  National  Cattlemen's  Association 
supports  this  GATT  agreement. 

The  Uruguay  Round  of  the  GATT  will  establish  guidelines  in  the 
area  of  market  access,  export  subsidies,  sanitary  and  phytosanitary 
measures.  Additionally,  U.S.  agricultural  exports  will  benefit  from 
a  number  of  bilateral  commitments  with  various  countries. 
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The  reduction  of  trade  barriers  will  allow  U.S.  commodities,  such 
as  beef  and  beef  products,  greater  access  to  the  foreign  markets. 
Under  the  GATT,  nontarifF  barriers  will  be  converted  to  tariff 
equivalencies,  or  tarifflcation.  This  will  force  countries  to  maintain 
minimum  access  opportunities  where  there  has  been  little  or  none 
in  the  past,  and  it  will  ensure  that  current  access  levels  are  sus- 
tained. 

Japan,  the  largest  beef  export  market  for  the  United  States,  will 
reduce  its  tariffs  from  50  percent  to  38.5  percent  throughout  the  6- 
year  implementation  period.  According  to  Dr.  Chuck  Lambert,  the 
director  of  economics  for  the  National  Cattlemen's  Association,  re- 
duction to  a  38.5  percent  tariff  indicates  that  annual  U.S.  beef  ex- 
ports to  Japan  will  be  53,000  metric  tons  larger  at  the  end  of  this 
6-year  period. 

Similarly,  under  the  GATT,  South  Korea  has  agreed  to  gradually 
expand  its  annual  import  quota  for  beef  from  106,000  metric  tons 
in  the  first  year  to  225,000  metric  tons  by  the  year  2000.  This  por- 
tion would  increase  our  U.S.  portion  to  40,000  metric  tons  at  the 
end  of  this  agreement. 

A  reduction  in  export  subsidies,  particularly  by  the  European 
Union,  will  create  equitable  competition  in  world  markets.  Export 
subsidies  will  be  reduced  by  21  percent  in  regards  to  quantity  and 
36  percent  in  terms  of  budgetary  outlays.  These  subsidy  reductions, 
to  be  phased  in  over  a  6-year  implementation  period,  will  create 
trade-opportunities  for  U.S.  producers  who  are  more  efficient  than 
producers  elsewhere  in  the  woric. 

Likewise,  the  Uruguay  Round  establishes  a  strong  potential  for 
further  reductions  in  export  subsidies  through  future  negotiations. 

Under  the  sanitary  and  phytosanitary,  SPS,  agreement  of  the 
GATT,  any  trade-restricting  measures  used  by  an  importing  coun- 
try to  protect  human,  animal,  or  plant  health  must  now  be  based 
on  science.  This  provision  includes  the  use  of  risk  assessment  tech- 
niques. 

The  SPS  text  allows  for  countries  to  maintain  standards  which 
are  stricter  than  international  standards,  but  they  must  be  justi- 
fied by  science.  This  provision  will  prevent  countries  from  using 
health  requirements  as  barriers  to  trade  when  in  reality  they  have 
absolutely  no  relation  to  health  protection.  We  urge  this  framework 
be  used  vigorously  to  finally  resolve  the  United  States-European 
Union  hormone  dispute. 

We  urge  you  to  adequately  fund  programs  which  fit  the  green 
box  definition.  If  the  beef  industry  is  to  achieve  the  export  market 
gains  expected,  these  programs  are  vitally  important.  The  market 
promotion  program,  MPP,  is  instrumental  in  developing  these  mar- 
kets once  access  is  achieved.  Rest  assured,  our  competitors  will  not 
back  away  from  the  commitment  to  get  their  fair  share  of  these 
new  markets.  The  MPP  and  other  international  programs  must  be 
utilized  effectively  and  aggressively  if  this  round  of  GATT  is  to  be 
judged  as  a  success. 

As  the  process  moves  forward,  GATT  implementation  legislation 
should  not  force  U.S.  agriculture  to  bear  a  disproportionate  share 
of  the  budget  costs.  We  find  it  ironic  that  trade  agreements  would 
be  judged  a  revenue  loser,  given  the  growth  opportunities  and  ex- 
pected sales  of  U.S.  products  which  generate  revenue. 
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Thank  you  for  this  opportunity  to  share  our  views,  Mr.  Chair- 
man. 

[The  prepared  statement  of  Mr.  Drake  appears  at  the  conclusion 
of  the  hearing.] 

The  Chairman.  Thank  you  very  much. 

Next,  Mr.  Mullins,  United  States  Meat  Export  Federation. 

STATEMENT  OF  JAMES  MULLINS,  CHAIRMAN,  UNITED  STATES 

MEAT  EXPORT  FEDERATION 

Mr.  Mullins.  Thank  you  very  much,  Mr.  Chairman. 

My  name  is  Jim  MulHns.  I  am  a  grain  and  hvestock  producer 
from  Corwith,  Iowa,  and,  to  be  honest  with  you,  I  would  rather  be 
back  in  Iowa  planting  corn  where  the  conditions  are  right  there 
now,  but  I  do  appreciate  the  opportunity  to  be  here  this  morning. 

I  am  currently  chairman  of  the  United  States  Meat  Export  Fed- 
eration, an  organization  that  is  involved  in  the  export  of  red  meat 
overseas.  I  will  try  to  summarize  my  testimony  to  keep  us  on  tar- 
get as  much  as  possible. 

GATT  has  been  a  long  7  years  trying  to  get  it  ready  to  go.  It 
shows  the  tough  nature  of  international  trade. 

One  thing  I  think  we  need  to  continually  keep  in  mind,  with  all 
the  problems  and  things  that  we  can  find  wrong  with  it,  this  is  the 
first  time  in  history  that  GATT  has  even  approached  some  kind  of 
agreement  in  agriculture.  I  think  that  is  positive.  The  Uruguay 
Round  will  have  a  positive  influence  on  the  exports  of  red  meat. 
Maybe  short  of  expectations,  but  it  is  a  step  in  the  right  direction. 

One  of  the  greatest  pluses,  the  sanitary  and  phytosanitary  sec- 
tion. Food  safety  will  be  decided  on  science,  not  on  politics,  not  on 
economics.  We  have  now  an  opportunity  to  come  to  a  positive  con- 
clusion on  the  argument  about  the  use  of  growth-promotants  and 
the  Third  Country  Meat  Directive,  things  that  have  been  used  as 
nontariff  trade  barriers  in  the  European  Union. 

Second,  market  access.  It  is  a  mixed  bag.  Beef  first.  Ninety-three 
percent  of  the  beef  that  is  exported  from  this  country  goes  to  four 
countries,  Japan,  Korea,  Canada,  and  Mexico. 

Japan  first.  As  has  been  pointed  out,  the  duty  will  decrease  from 
50  percent  down  to  38.5.  The  potential  in  Japan  is  still  untapped, 
about  20  pounds  per  capita.  We  got  a  long  ways  to  go.  Great  oppor- 
tunities. 

Korea,  going  to  push  back  some  liberalization.  It  was  set  for 
1997;  now  pushed  back  to  the  year  2000.  That  is  kind  of  a  step 
backwards.  However,  the  quota  will  go  up  from  106,000  metric  tons 
to  225,000  metric  tons.  That  is  a  plus.  A  100  percent  surcharge 
today  will  go  out  at  the  end  of  the  period.  That  is  another  plus. 

We  do  have  the  opportunity  today  to  begin  to  sell  to  end  users 
in  Korea.  That  is  a  plus.  Not  strictly  to  those  Government  entities 
that  used  to  buy  and  then  sell.  However,  I  would  caution  that  Ko- 
reans have  a  consistent  record  of  failure  to  live  up  100  percent  to 
agreements  that  they  have  signed  in  the  past.  So  I  would  be  con- 
cerned with  that. 

The  NAFTA  did  give  beef  and  pork  the  opportunity  to  export  to 
Mexico  and  Canada.  That  is  not  affected  by  the  GATT.  That  will 
also  be  a  plus.  It  does  give  us  less  competition  from  the  European 
Union  here  at  home.  In  other  words,  the  third  and  I  think  very  im- 
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portant  part  of  GATT  is  the  fact  that  there  has  been  an  agreement 
by  the  European  Union  that  they  will  not  send  subsidized  beef  to 
the  new  markets  in  the  Pacific  Rim,  and  that  includes  Japan.  That 
is  a  very  important  agreement. 

Let  me  go  into  pork  just  a  little  bit  more  specifically.  We  did 
achieve  greater  gains  in  access  for  pork  than  we  did  for  beef,  espe- 
cially into  Japan  and  the  European  Union. 

Sixty-three  percent  of  the  exports  of  pork  do  go  to  Japan.  A  vari- 
able levy  system  in  Japan  that  has  been  used  to  raise  the  cost  of 
imports  has  been  used  to  restrict  access  to  the  Japanese  market. 

Over  the  6-year  period,  that  will  be  reduced  by  29  percent.  And 
a  real  plus  to  this  is  that  20  percent  of  that  reduction  will  come 
in  the  first  year.  It  will  help  us  compete  with  Taiwan,  which  has 
close  proximity  to  Japan.  It  will  also  help  us  compete  with  the  Eu- 
ropean Union,  which  heavily  subsidizes  its  pork  exports  to  Japan. 
Today,  the  European  Union  spends  $50  million  in  subsidies  to  ex- 
port to  Japan,  $50  million.  That  is  tough  to  compete  against. 

Protection  under  the  GATT  against  import  surges  in  Japan:  We 
are  a  little  concerned  about  the  snap  back  provision  at  118-percent 
increase  in  any  year  over  the  previous  year,  then  we  do  revert  back 
to  the  current  subsidies  that  were  there — I  mean,  to  the  tariffs  that 
were  there  previous  to  that.  We  think  it  should  have  been  a  little 
bit  higher  than  that.  It  is  something  we  can  live  with.  It  is  a  con- 
cern. 

Pork  to  the  European  Union.  Another  great  plus.  The  quota  has 
been  raised  to  75,000  metric  tons.  In  1993,  we  exported  1,500  met- 
ric tons.  That  is  a  real  plus.  However,  without  the  aggregation,  the 
meat  import  agricultural  quota  aggregation — ^by  1995,  the  GATT 
would  have  required  the  European  Union  to  open  its  market  to 
355,000  metric  tons  of  pork  imports. 

So  the  aggregation  of  the  meat  import  quotas — I  mean  the  meat 
import  figures  in  the  European  Union — was  a  negative. 

Red  meat  exports,  just  an  idea  of  where  it  has  been,  1993  we  ex- 
ported 3.1  billion  dollars'  worth  of  red  meat.  That  is  a  260-percent 
increase  over  the  last  10  years.  Why  did  that  happen?  First,  we  got 
access.  Second,  we  have  quality  products  that  are  known  around 
the  world,  both  beef  and  pork.  Third,  consumption  has  shifted  in 
many  parts  of  the  world  from  cereal-based  proteins  to  high  quality 
protein. 

Several  organizations  who  study  worldwide  food  consumption  say 
that  when  people  get  to  $3,000  per  capita  income.  United  States, 
they  start  to  look  at  meat  rather  than  looking  at  cereal  consump- 
tion. This  process  would  not — or  this  success  would  not  have  been 
possible  without  support  from  USDA  export  programs. 

I  do  have  some  concerns  that  we  see  a  lack  of  support  for  those 
export  programs.  The  future  of  American  agriculture  and  red  meats 
is  in  global  markets.  The  time  is  now.  I  think  if  we  ease  up,  com- 
petition will  not  ease  up.  This  GATT  negotiation  just  says,  folks, 
you  are  going  to  have  competition.  You  better  go  at  it.  Our  competi- 
tors will,  and  they  won't  be  afraid  to  use  subsidies. 

I  think  things  that  are  GATT-legal  under  the  green  box,  market 
promotion  program,  foreign  market  development  program,  they  are 
needed.  Their  impact  is  great,  as  I  have  said  in  the  past. 


178 

The  University  of  Northern  Colorado  has  put  together  a  study 
that  found  that  red  meat  exports  in  1991  created  a  minimum  of 
200,000  jobs  and  affected  100  different  industry  sectors,  with  ex- 
ports of  red  meat. 

In  summary,  the  GATT  details  are  important,  but  how  we  re- 
spond to  competitive  trade  that  may  come  after  we  implement  this 
is  of  more  importance  than  what  the  details  are.  We  do  ask  your 
support  for  this  agreement.  We  request  that  you  would  fully  sup- 
port USDA  programs  like  MPP  and  the  FMD  that  will  determine 
really  the  success  of  the  Uruguay  Round. 

And  if  I  might  make  a  comment  on  the  concept  of  the  Uruguay 
Round  of  the  GATT.  It  was  made  on  very  high  ideals,  a  very  high 
concept  that  we  all  have  to  buy  into,  perhaps  somewhat  like  the 
Ten  Commandments.  Who  can  argue  against  what  they  are  after? 
How  you  implement  it  and  how  we  all  define  how  we  agree  with 
the  various  commandments  or  the  various  parts  of  this  particular 
agreement  is  the  proof  of  the  pudding. 

With  that,  I  appreciate  the  opportunity  to  speak  to  you.  We  will 
offer  to  respond  to  any  questions. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Mullins  appears  at  the  conclu- 
sion of  the  hearing.] 

The  Chairman.  Thank  you  very  much. 

Mr.  McGrath,  we  have  a  problem.  Can  you  summarize  your  testi- 
mony in  3  minutes  or  would  you  rather  wait  for  us  to  come  back? 

Mr.  McGrath.  I  think  I  can  summarize  the  testimony  in  3  min- 
utes, Mr.  Chairman.  I  will  do  my  best. 

The  Chairman.  Your  full  statement  will  appear  in  the  record. 

STATEMENT  OF  BOBBY  F.  McKOWN,  EXECUTIVE  VICE  PRESI- 
DENT, FLORIDA  CITRUS  MUTUAL,  PRESENTED  BY  MATTHEW 
McGRATH,  COUNSEL 

Mr.  McGrath.  Thank  you  very  much,  Mr.  Chairman.  My  name 
is  Matt  McGrath,  with  Barnes,  Richardson  &  Colburn,  and  I  am 
counsel  to  Florida  Citrus  Mutual. 

Florida  Citrus  Mutual  certainly  appreciates  all  the  efforts  this 
committee  has  undertaken  over  the  years  to  play  an  important  role 
in  guiding  the  negotiators  as  they  reach  this  historic  agreement, 
but  we  know  that  the  proof  is  in  how  the  agreement  is  imple- 
mented, and  we  have  a  few  concerns  in  that  area. 

Most  important  from  the  standpoint  of  citrus  growers  and  the  cit- 
rus industry  is  tariffs.  It  is  an  import-sensitive  industry.  We  have 
a  history  of  trade  relief  actions,  and  tariff  reductions  on  fresh  and 
processed  citrus  under  the  agreement  will  be  limited  to  no  more 
than  15  percent  over  the  6-year  period.  We  feel  that  that  is  the 
maximum  possible  reduction  that  could  take  place,  given  the  many 
variable  factors  that  affect  pricing  of  citrus  in  the  marketplace. 

This  committee  worked  hard  on  seeing  that  in  the  final  negotia- 
tion on  the  NAFTA,  provisions  were  included  that  protected  citrus 
from  being  adversely  affected  by  price  declines  from  a  large  Gov- 
ernment-supported major  supplying  country  right  next  door  to  the 
United  States.  That  is  Mexico. 

The  assumptions  by  USDA  throughout  have  talked  about  the  ef- 
fect of  the  Uruguay  Round  tariff  reductions  on  the  citrus  industry 
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almost  in  a  vacuum,  without  taking  into  account  the  fact  that  the 
NAFTA  tariff  reduction  is  in  place.  We  are  appreciative  of  the  fact 
that  this  committee  recognizes  the  NAFA  reduction,  and  it  is  im- 
portant that  any  analysis  of  the  effect  on  the  industry  take  that 
into  account. 

On  other  elements  of  the  agreement,  I  would  agree  with  the  com- 
ments of  others  here  today  that  the  phytosanitary  rules  section  will 
be  very  helpful  in  promoting  citrus  exports  around  the  world.  Tariff 
reductions  do  provide  a  modest  benefit  to  the  citrus  industry  in 
promoting  the  opening  of  new  markets,  but  we  have  run  into  more 
problems  in  recent  years  with  ph3rtosanitary  rules  that  have  been 
put  in  effect  simply  to  protect  an  industry  and  not  being  based  on 
sound  scientific  principles,  so  we  think  it  is  important  to  monitor 
the  implementation  of  this  agreement  by  other  countries  that  will 
be  markets  for  the  citrus  in  the  future. 

Other  areas  are  of  concern  to  us  in  this  agreement. 

The  Chairman.  Mr.  McGrath,  I  regret  to  interrupt  you,  but  the 
time  for  me  to  get  between  here  and  there  has  come.  So  if  you 
would  like  to  wait,  we  will  return  and  then  you  can  finish  with 
your  statement. 

Mr.  McGrath.  I  appreciate  that. 

The  Chairman.  Then  we  will  stand  recessed  temporarily.  We  will 
be  right  back. 

The  other  members  of  the  panel,  I  don't  know  if  there  are  any 
questions,  but  I  think  that  you  would  be  free  to  go.  If  there  are  any 
questions,  we  would  communicate  it  to  you  for  an  answer. 

[Recess  taken.] 

The  Chairman.  We  are  back.  Officially  the  committee  will  re- 
sume its  sitting  and  we  would  ask  the  other  panelists — Mr.  Mitch- 
ell and  Ms.  Brookins,  Ms.  Ozer,  and  Mr.  Kleckner — to  accompany 
us  at  the  witness  table. 

Mr.  McGrath,  you  have  us  all  to  yourself. 

Mr.  McGrath.  Thank  you  very  much,  Mr.  Chairman.  I  appre- 
ciate the  opportunity  to  continue.  I  just  had  a  few  more  points  that 
I  wanted  to  offer. 

One  of  the  areas  of  concern  to  the  citrus  industry  during  the  ne- 
gotiations had  to  do  with  the  EC's  proposals  to  rebalance  a  number 
of  tariffs  to  take  into  account  the  change  in  domestic  price  sup- 
ports, and  the  potential  impact  that  would  have  had  on  cattle 
feed — citrus  pellets — which  is  a  major  export  item  for  the  industry. 
The  result  was  that  in  the  end,  the  U.S.  negotiators  held  firm  to 
no  change  in  that  rate  and  it  remains  bound  duty  free.  That  needs 
to  be  monitored  so  that  implementation  on  the  European  side 
keeps  it  there,  but  that  was  an  important  accomplishment. 

The  agreement  also  provides  for  phytosanitary  rules  and  a  struc- 
ture and  a  procedure  for  enforcing  sound  phytosanitary  rules.  We 
supported  that  agreement.  It  does  help  the  industry  gain  access  to 
countries  which  had  strict  rules  that  were  being  used  in  a  discrimi- 
natory fashion. 

The  agreement  provides  for  harmonized  rules  of  origin  to  be  de- 
veloped. We  propose  and  submit  that  the  United  States  should  sup- 
port the  rules  of  origin  developed  for  citrus  under  the  NAFTA.  We 
feel  that  those  will  serve  best  to  prevent  transhipment  and  cir- 
cumvention of  U.S.  tariffs  and  U.S.  tariff  relief  mechanisms,  and 
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the  NAFTA  citrus  origin  rules  should  be  supported  in  the  process 
as  the  GATT  develops  those  rules. 

Finally,  under  the  subsidies  and  antidumping  agreements,  the 
industry  has  used  those  procedures  in  the  past.  We  realize  that  a 
number  of  subsidies  will  be  permissible  under  the  agreement,  but 
one  thing  that  this  committee  can  do  in  the  implementation  of  this 
is  see  that  a  mechanism  is  in  place  so  that  subsidies  are  not  simply 
renamed  and  reclassified  and  crafted  in  a  fashion  to  fall  into  the 
noncountervailable  list  when  they  truly  are  banned  export  sub- 
sidies and  should  be  actionable  under  U.S.  law. 

I  would  also  add  my  voice  to  the  others  that,  since  the  Budget 
Act  requires  offsetting  revenue  and  cost  reductions,  agriculture 
should  not  be  called  upon  to  pay  more  than  its  fair  share.  As  we 
understand  it,  the  amount  of  tariff  reductions  attributable  to  the 
agricultural  sector  are  in  the  $700  million  to  $800  million  range. 

The  cost  to  U.S.  agriculture  in  reduction  in  programs  and  re- 
search benefits  should  not  be  higher  than  the  fair  share  attrib- 
utable to  agriculture  and  could,  in  fact,  result  in  taking  from  agri- 
culture in  order  to  pay  some  of  the  benefits  that  will  supposedly 
be  going  to  agriculture.  That  would  be  self-defeating.  So  we  support 
the  position  of  others  here  today. 

Finally,  we  thank  this  committee  for  its  efforts,  especially  efforts 
by  Representative  Lewis  and  Representative  Thurman  in  working 
very  hard  on  the  eventual  NAFTA  agreement  which  was  approved 
and  which,  as  I  said,  is  very  closely  related  to  our  position  on  the 
Uruguay  Round  agreement.  We  urge  you  to  continue  your  active 
involvement  in  the  implementation  process  of  the  agreement. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  McKown  as  presented  by  Mr. 
McGrath  appears  at  the  conclusion  of  the  hearing.] 

The  Chairman.  Thank  you  very  much.  We  apologize  for  inter- 
rupting you  in  the  middle  of  your  presentation,  but  we  appreciate 
you  being  here  and — talking  about  the  Boston  Marathon,  26 
miles — we  do  that  here  in  the  same  2  hours. 

Next,  Mr.  Mitchell,  National  Farmers  Union. 

STATEMENT  OF  LARRY  MITCHELL,  DIRECTOR,  GOVERNMENT 
RELATIONS,  NATIONAL  FARMERS  UNION 

Mr.  Mitchell.  Thank  you,  sir.  I  am  Larry  Mitchell  with  Na- 
tional Farmers  Union.  I  am  the  new  director  of  government  rela- 
tions, and  I  appreciate  you  holding  this  hearing  today  to  listen  to 
our  assessment  of  what  the  problems  are  in  regard  to  the  Uruguay 
Round  on  GATT. 

National  Farmers  Union's  position  on  the  Uruguay  Round  can 
best  be  summed  up  in  the  first  paragraph  of  a  special  order  of  busi- 
ness adopted  by  our  delegates  last  month  in  Fargo,  North  Dakota 
which  states,  "We,  the  delegates  of  the  92d  annual  National  Farm- 
ers Union  Convention  dedicate  ourselves  and  our  organization  to 
defeat  the  proposed  Uruguay  Round  of  GATT.  We  believe  the  pro- 
posed GATT  is  fundamentally  flawed  and  it  must  be  rejected." 

What  is  wrong  with  GATT?  The  biggest  problems  facing  U.S. 
farmers  in  the  agreement  are:  One,  the  complete  elimination  of  im- 
port controls  such  as  section  22  and  the  Meat  Import  Act;  two, 
mandated  minimum  import  levels  up  to  5  percent  of  domestic  con- 
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sumption  on  every  food  in  this  country;  three,  mandated  reductions 
in  some  domestic  farm  programs;  four,  weakening  domestic  food 
safety  laws  by  setting  ceilings  on  food  safety  regulations,  also 
known  as  harmonization;  and  five,  reductions  in  Federal  revenues 
due  to  reductions  and  removal  of  existing  U.S.  import  tariffs. 

The  last  of  these  seems  to  be  the  most  pressing  problem  at  this 
time.  We  all  realize  that  the  Federal  budget  is  getting  tighter  every 
year.  It  must  be  an  alphabetical  thing,  because  it  seems  that  agri- 
culture always  gets  the  cuts  first  and  deepest.  But  to  mandate  cuts 
in  farm  program  spending  because  of  GATT  is  completely  contrary 
to  the  administration's  repeated  assurances  throughout  the  agricul- 
tural negotiations  in  GATT. 

National  Farmers  Union,  along  with  over  20  other  farm  and  com- 
modity organizations,  last  week  reminded  President  Clinton  of  this 
fact  in  a  letter.  Signatories  of  this  letter  included  a  full  spectrum 
of  the  agricultural  community  from  the  very  politically  conservative 
to  the  politically  progressive.  We  affirmed  our  unity  in  the  closing 
remarks  of  that  letter  when  we  stated  we  would  find  it  very  dif- 
ficult to  support  any  proposed  implementing  language  which  re- 
sulted in  a  disproportionate  share  of  the  cost  of  GATT  being  placed 
on  U.S.  agriculture. 

What  should  have  been  in  GATT?  What  would  have  made  it 
work?  Since  the  U.S.  negotiating  procedure  did  not  include  the  pro- 
posal for  a  GAPP,  a  general  agreement  on  prices  and  production, 
we  have  long  stated  that  a  GATT  should  include  the  following  six 
points:  Eliminate  and  outlaw  the  use  of  export  subsidies  and  other 
export  dumping  practices  on  agricultural  products;  recognize  the 
right  of  sovereign  countries  to  develop  their  own  domestic  food  poli- 
cies using  tools  such  as  section  22;  recognize  the  right  of  countries 
to  develop  and  maintain  domestic  inventory  management  and/or 
basic  food  security  programs  under  article  XI  of  GATT;  establish 
guidelines  for  establishment  and  maintenance  of  world  food  re- 
serves and  stocks  with  rules  as  to  their  release  in  time  of  scarcity; 
recognize  the  need  for  some  developing  countries  to  be  allowed  ex- 
ceptions from  GATT  rules  when  the  overall  impact  of  the  exemp- 
tions is  to  spur  economic  development  and  their  greater  integration 
into  the  world  trading  partnership;  and  last,  seek  greater  harmoni- 
zation in  health  and  sanitation  standards  to  the  highest  possible 
level  while  allowing  countries  to  deviate  from  international  stand- 
ards when  that  country  can  show  its  own  standard  was  put  in 
place  for  legitimate  health  and  safety  reasons. 

GATT  must  not  be  allowed  to  lower  the  safety  standards  of 
American  food. 

What  do  we  ask  Congress  to  do  at  this  point?  We  urge  Congress 
to  vote  no  on  the  GATT  implementing  language.  We  additionally 
ask  Congress  to  pass  legislation  authorizing  a  section  28 — pardon 
me,  article  XXVIII  of  GATT  for  the  Canadian  wheat  and  barley  im- 
ports. In  the  meantime,  we  plan  to  pursue  the  administration  on 
implementation  of  section  22  for  the  same  problem. 

And  while  I  am  here,  I  might  relate  another  problem  we  ran  into 
in  GATT  this  last  week.  We  were  down  at  the  Foreign  Agricultural 
Service  as  our  president,  Lee  Swenson  and  some  of  our  staff  are 
leaving  for  Turkey  next  week  for  the  international  agricultural  pro- 
ducers meeting.  We  were  getting  some  background  on  Turkey,  and 
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several  things  over  there  and  were  told  that  they,  the  Turks,  just 
a  few  weeks  ago,  had  a  25  percent  devaluation  in  their  currency 
and  FAS  was  trying  to  figure  out  how  we  lower  our  prices  to  get 
back  into  the  game  since  they  have  had  that  25  percent  reduction 
in  their  currency.  GATT  does  not  address  that. 

Thank  you  for  your  time  and  interest  that  you  have  invested  in 
today's  hearing  and  we  would  be  glad  to  answer  any  questions. 

[The  prepared  statement  of  Mr.  Mitchell  appears  at  the  conclu- 
sion of  the  hearing.] 

The  Chairman.  Thank  you  very  much.  Next,  Ms.  Brookins. 

STATEMENT  OF  CAROL  L.  BROOKINS,  PRESIDENT,  WORLD 

PERSPECTIVES,  INC. 

Ms.  Brookins.  Thank  you,  Mr.  Chairman.  I  am  president  of 
World  Perspectives,  Incorporated.  I  am  a  consultant  who  special- 
izes in  agriculture  and  trade,  and  I  am  not  an  agricultural  econo- 
mist and  I  don't  represent  any  commodity  interest.  I  am  really  a 
historian  by  training,  and  I  think  we  have  to  take  the  Uruguay 
Round  from  this  perspective. 

Uruguay  Round  results  should  be  assessed  both  in  the  context  of 
what  we  have  done  to  liberalize  world  agricultural  markets  and 
what  the  trading  system  would  be  like  for  our  farmers  if  we  had 
not  reached  this  historic  accord. 

Mr.  Chairman,  a  woman  doesn't  like  to  admit  her  age,  but  I  was 
here  around  20  years  ago  in  agriculture,  and  I  think  we  all  remem- 
ber that  20  years  ago  in  1974,  the  last  trade  round  began  which 
was  the  Tokyo  Round.  At  that  time,  our  starting  negotiating  posi- 
tion on  agriculture  contained  two  major  proposals:  Eliminating  all 
agricultural  export  subsidies  and  converting  all  nontariff  barriers 
to  bound  tariffs. 

Just  think  what  the  trading  world  and  American  agriculture 
would  have  experienced  between  1974  and  1994  if  we  had  achieved 
those  results. 

We  wouldn't  have  had  the  European  Community  dumping  huge 
amounts  of  commodities  in  the  world  market.  We  wouldn't  have  to 
have  funded  our  own  major  subsidy  battle  and  we  probably 
wouldn't  have  had  the  depth  of  the  agricultural  depression  that  we 
had  in  the  early  1980's  if  we  had  done  something  about  it  in  1974. 

So  I  have  heard  everybody  complain  and  criticize  the  Uruguay 
Round  agreement,  but  I  would  like  to  first  of  all  congratulate  you. 
You  have  done  a  very  good  job.  It  is  through  your  support  that  we 
didn't  sell  out  agriculture  and  we  stayed  the  course  and  got  the  be- 
ginning of  a  major  change  in  agricultural  trade  reform  in  place  in 
the  world  marketplace. 

This  is  more  important  now  than  ever  before  for  a  number  of  rea- 
sons, and  I  would  like  to  briefly  reiterate  those  now.  First  of  all, 
I  think  it  is  very  clear  that  we  are  under  severe  budget  constraints 
in  this  country.  Without  an  Uruguay  Round  agreement,  other  coun- 
tries in  the  world  who  have  lots  of  money  are  going  to  be  expand- 
ing their  subsidies  while  we  would  have  to  cut  ours  back.  That 
would  not  put  us  in  a  very  good  competitive  position. 

Second,  we  have  to  remember  that  over  the  past  20  years,  the 
Soviet  Union  and  China  took  virtually  40  percent  of  our  grains  in 
any   given   year.    They   were   our   marketplace.    Well,   the    Soviet 
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Union,  and  I  hardly  need  tell  you  this,  is  no  longer,  and  in  fact 
some  of  the  states  of  the  former  Soviet  Union  may  in  fact  become 
exporters  in  a  matter  of  years.  So  we  better  be  opening  markets 
and  getting  opportunities  to  expand  our  trade  or  else  American  ag- 
riculture will  fall  deep  into  a  hole  and  won't  be  able  to  recover. 

The  states  of  the  former  Soviet  Union  and  China  will  become 
GATT  members  or  members  in  the  new  World  Trade  Organization, 
which  will  be  the  successor  to  the  GATT  and  they  don't  any  longer 
have  monopoly  buyers  or  sellers  controlling  their  trade.  So  this  is 
going  to  give  us  a  chance,  with  all  the  privatized  companies  and 
businesses  that  are  growing,  to  even  do  more  business  in  those 
countries. 

The  European  Union  has  grown  from  1974  and  now  it  is  going 
to  have  four  more  countries  in  another  year  and  it  has  promised 
free-trade  agreements  to  most  of  North  Africa  and  East  Europe. 
Without  the  Uruguay  Round  provisions  in  agriculture,  we  would 
find  ourselves  dealing  with  a  formidable  obstacle  to  trade  all 
through  the  world  and  huge  subsidy  dumping  in  even  more  coun- 
tries around  the  world  from  Europe. 

Now,  in  conclusion,  trade  liberalization  is  not  an  event  but  a  long 
and  continuous  process,  and  I  think  this  new  trade  agreement  is 
the  starting  point  for  implementing  business  practices  and  Govern- 
ment regulations  that  are  going  to  put  us  in  a  much  improved  com- 
petitive position. 

We  now  have  tools  under  strengthened  GATT  rules  and  dispute 
settlement  procedures  to  effectively  challenge  unfair  trade  practices 
in  other  countries,  and  this  is  giving  our  farmers  another  benefit 
in  ensuring  that  trade  in  world  markets  is  both  fair  and  open. 

I  do  have  some  recommendations  that  I  would  be  happy  to  share 
with  you  that  are  in  my  testimony  of  what  we  can  do  with  our  own 
farm  policy  to  make  us  even  more  competitive. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Ms.  Brookins  appears  at  the  conclu- 
sion of  the  hearing.] 

The  Chairman.  Thank  you  very  much.  We  appreciate  your  testi- 
mony. 

Next,  Ms.  Ozer,  Family  Farm  Coalition. 

STATEMENT  OF  KATHERINE  OZER,  DIRECTOR,  NATIONAL 
FAMILY  FARM  COALITION 

Ms.  Ozer.  Thank  you,  Mr.  Chairman.  I  am  pleased  to  be  here 
today  to  present  some  of  our  concerns  about  the  implications  of  this 
GATT  agreement  on  the  future  family  farmers  and  rural  commu- 
nities. 

We  are  very  concerned  about  both  what  is  specified  in  the  GATT 
and  what  will  be  the  expectation  of  this  committee  to  change  exist- 
ing policies  to  make  them  either  GATT  legal,  GATT  acceptable,  or 
GATT  compatible,  whether  it  is  through  the  farm  bill,  the  budget 
reconciliation  or  GATT  implementing  legislation. 

I  did  hear  quite  a  few  comments  made  about  the  hope  of  what 
this  implementing  legislation  can,  in  fact,  do.  And  one  of  my  con- 
cerns is  the  sense  that  there  are  many  provisions  in  the  GATT  that 
are  not  going  to  be  changed  by  implementing  legislation  and,  in 
fact,  the  concern  about  whether  this  GATT  will  in  fact  override 
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some  of  the  deals  that  were  made  on  the  NAFTA,  I  think,  is  a  very 
real  concern  that  needs — or  a  very  real  issue  that  needs  to  be  ad- 
dressed. 

Family  farmers  are  impacted  by  a  r£inge  of  issues,  the  actual  con- 
straints in  our  existing  farm  programs,  the  range  of  options  to 
change  policy  which  could  be  blocked  because  of  the  sense  that  they 
would  not  work  under  the  GATT  or  the  WTO,  and  the  impact  of 
consumer  confidence  on  the  safety  of  our  food  supply. 

What  will  it  mean  that  the  CODEX  standards  are  lower  than 
many  of  our  standards  and  the  GATT  doesn't  require  countries 
with  standards  lower  to  raise  them  to  a  minimum  standard?  As 
predictions  as  to  the  budgetary  costs  of  GATT  range  from  $17  bil- 
lion to  $40  billion  based  on  whether  you  project  it  over  5  years  or 
10  years,  raises  the  very  real  concern  about  what  programs  will  be 
further  cut  to  make  up  the  GATT  shortfall  or  the  budgetary  deficit 
increases. 

Can  loan  rates  on  wheat  and  feed  grains  be  increased  to  make 
up  some  of  the  shortfall?  Can  we  establish  formulas  to  insure  that 
U.S.  producers  of  dairy  products  receive  a  price  that  more  closely 
meets  their  cost  of  production  and  meets  domestic  and  inter- 
national demand  without  creating  an  export  dumping  program  or 
a  program  that  farmers  in  this  country  are  financing  to  basically 
move  that  product  internationally  without  the  increases  in  profits 
that  they  need  domestically? 

Can  we  create  and  maintain  a  commodity  reserve  program  that 
maintains  our  consumers  against  natural  disasters? 

As  I  was  writing  this  testimony  as  opposed  to  dealing  with  the 
specific  details  of  each  issue,  there  seemed  to  be  a  lot  of  questions 
that  came  up,  and  at  the  core  of  those  questions  really  relates  to 
the  economic  projections  that  have  asserted  in  forecasts  that  in- 
creasing exports  absolutely  means  increasing  jobs  and  increased  in- 
come. 

We  question  whether  that  research  really  has  been  reflected  in 
recent  history.  Having  increased  exports  means  increased  farming 
income.  Where  will  these  new  jobs  that  are  promised  actually  be? 
Will  they  be  in  our  rural  communities  and  will  they  be  available 
for  farmers  whose  jobs  and  income  currently  will  be  displaced  by 
the  increase  to  5  percent  because  of  certain  commodities  mandated 
by  GATT  through  the  elimination  of  section  22  provisions. 

Unfortunately — ^we  feel  this  has  been  unfortunate — there  has 
been  an  increasing  dependence  on  off  farm  jobs  as  farm  income  has 
continued  to  drop.  Has  USDA  analyzed  the  impact  of  the  loss  of 
jobs  in  other  sectors,  whether  textile  industries  in  the  Southeast  or 
other  industries  that  currently  employ  farmers  or  members  of  the 
farm  family — of  their  family  that  will  be  dislocated  by  NAFTA  and 
GATT  on  the  availability  of  these  actual  jobs  in  our  communities? 
Unfortunately,  if  these  jobs  disappear,  the  ability  of  many  family 
farmers  to  stay  on  their  farms  will  also  be  in  further  jeopardy. 

A  concern  that  has  been  raised  a  lot  during  the  NAFTA  discus- 
sion and  now  with  GATT  is  the  whole  ability  of  States  to  protect 
laws  that  they  have  enacted  to  protect  their  natural  resources  or 
to  have  an  impact  on  the  types  of  businesses  or  contracts  that  can 
be  engaged  in  by  the  State.  Will,  "anticorporate"  or  "family-farm" 
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laws  that  deal  with  land  use  issues  be  in  jeopardy  since  they  imply 
a  direct  value  on  insuring  a  certain  t3rpe  of  business? 

What  is  the  impact  of  current  State  environmental  laws  which 
exceed  the  U.S.  minimum  or  have  been  enacted  to  protect  or  pro- 
mote support  for  products  produced  within  that  State?  Does  this 
mean  the  possibility  of  labels  like  "Minnesota  Grown"  or  "Made  in 
Virginia"  to  encourage  local  marketing  development  and  trade  will 
be  jeopardized  in  the  move  to  expand  their  international  markets? 

Is  there  a  threat  that  organic  labeling  or  an  rBGH-free  label 
could  be  considered  trade  distorting  since  it  places  a  value  on  infor- 
mation that  a  consumer  wants  to  know  about  how  that  specific 
product  has  been  produced?  Worse  yet,  how  will  the  local,  State  or 
the  U.S.  Government  be  able  to  respond  to  a  claim  that  practices 
GATT  or  WTO-illegal? 

Will  we,  as  representatives  of  family  farmers  or  concerned  con- 
sumers, be  able  to  write  or  petition  the  WTO  as  we  currently  can 
with  the  Food  and  Drug  Administration?  Will  Members  of  Congress 
be  able  to  make  their  voices  heard  in  terms  of  the  level  of  access 
to  the  decisions  and  decisionmakers  in  the  WTO  and  the  inter- 
national process? 

We  need  domestic  programs,  and  international  trade  is  an  agree- 
ment that  enables  farmers  in  this  country  to  make  a  decent  living. 
We  urge  you  to  investigate  these  issues  as  to  how  they  impact  your 
constituents  and  consumers  of  food,  not  just  the  commodity  groups 
or  the  exporters  of  that  actual  product. 

As  an  organization  representing  family  farmers,  we  are  very  con- 
cerned about  the  ripple  impacts  of  exporting  many  of  our  policies 
that  have  not  worked  for  family  farmers  in  rural  communities  to 
the  rest  of  the  world.  We  support  trade  as  long  as  those  producing 
the  products  to  be  traded  share  in  the  profits  and  actually  see  some 
increases  in  their  farm  income. 

There  are  many  questions  that  I  have  raised.  We  urge  this  com- 
mittee to  be  questioning  of  the  implications  of  the  GATT  agreement 
on  the  various  issues  under  your  jurisdiction.  Both  the  GATT  im- 
plementing legislation  and  the  upcoming  farm  bill  are  very  critical 
to  the  future  for  family  farmers  in  this  country  and  for  restoring 
economic  profitability  to  our  rural  communities. 

We  urge  you  not  to  rush  into  this  process  and  to  ask  the  hard 
questions,  to  find  out  what  is  really  meant  by  the  implementing 
legislation,  because  certainly  the  way  we  understand  the  GATT  is 
an  agreement,  we  don't  see  that  that  implementing  legislation  can 
fix  what,  as  Larry  mentioned,  we  feel  is  very  much  a  flawed  agree- 
ment. 

Thank  you  for  the  opportunity  to  present  our  concerns. 

[The  prepared  statement  of  Ms.  Ozer  appears  at  the  conclusion 
of  the  hearing.! 

The  Chairman.  Thank  you  very  much. 

The  final  witness,  Mr.  Kleckner,  American  Farm  Bureau  Federa- 
tion. We  welcome  you,  sir. 
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STATEMENT  OF  DEAN  R.  KLECKNER,  PRESIDENT,  AMERICAN 

FARM  BUREAU  FEDERATION 

Mr.  Kleckner.  Thank  you,  Mr.  Chairman.  My  plane  was  late.  I 
wasn't  in  the  field  planting  corn.  I  probably  could  be  if  I  were  back 
in  Iowa  because  there  is  a  lot  of  corn  going  in. 

The  Chairman.  Welcome  to  the  club. 

Mr.  Kleckner.  I  recognize  that,  Mr.  Roberts,  you  are  also  from 
Kansas.  I  am  Dean  Kleckner,  president  of  the  American  Farm  Bu- 
reau, and  I  am  a  corn,  soybean,  and  hog  farmer  in  northern  Iowa, 
and  we  do  represent  producers  of  all  commodities  produced  in  this 
country,  all  300-plus  commodities. 

I  am  going  to  keep  my  remarks  very  brief  in  the  interest  of  time. 
You  have  the  full  statement  for  the  record.  We  had  discussion  of 
this  issue  at  our  board  meeting  last  month  in  mid-March  and  we 
decided  that  we  would  support  the  Uruguay  Round  agreement  that 
was  reached  last  December,  but  that  at  the  same  time,  our  board 
said  we  would  oppose  any  attempt  to  use  the  implementing  legisla- 
tion to  make  additional  cuts  in  domestic  or  export  programs  in  ag- 
riculture. That  is  certainly  being  talked  about. 

Throughout  the  7  years  of  negotiations — and  I  was  down  when 
all  this  started  in  September  1986 — the  Farm  Bureau  has  been 
strongly  supportive  of  the  basic  concept  embodied  in  our  negotiat- 
ing position,  in  the  U.S.  negotiating  position,  that  called  for  sub- 
stantial and  progressive  worldwide  reductions  in  trade  distorting 
subsidies.  Our  position  has  been  that  reductions  in  U.S.  programs 
and  trade  measures  would  have  to  be  accompanied  by  equivalent 
commitments  by  other  countries. 

Mr.  Chairman,  if  the  implementing  bill  contains  program  fund- 
ing reductions  beyond  those  required  by  the  agreement,  foreign 
countries  would  not  be  undertaking  equivalent  commitments  as  we 
require  in  our  policy. 

Our  farmers  have  been  assured  repeatedly  over  the  past  2  years 
that  20  percent  cuts  in  internal  supports  are  called  for  in  the  Uru- 
guay Round  have  already  been  accomplished  by  the  United  States 
as  a  result  of  our  farm  bills  and  the  budget  reconciliations.  If  even 
more  cuts  in  domestic  programs  are  imposed  upon  United  States 
agriculture  and  under  the  implementing  legislation,  the  percentage 
reduction  for  the  United  States  would  add  up  to  much  more  than 
the  20  percent  other  countries  are  making. 

Does  anybody  really  think  that  the  European  Union  will  ac- 
knowledge the  sacrifice  our  farmers  would  then  be  making  and  uni- 
laterally reduce  their  farm  expenditures  too?  I  don't  think  anybody 
believes  that. 

If  the  implementing  bill  does  contain  additional  farm  programs 
reductions  to  pay — quote,  unquote,  to  pay  for  the  Uruguay  Round, 
few  in  agriculture  will  be  able  to  support  the  bill. 

With  respect  to  the  agreement  itself,  our  principal  goals  for  agri- 
cultural trade  reform,  that  is  the  Farm  Bureau's  goals  to  achieve 
a  substantial  cutback  in  the  use  of  export  subsidies,  to  obtain  a  sig- 
nificant opening  of  foreign  markets  have  at  least  been  partially 
achieved  in  the  Uruguay  Round  agreement.  Although  the  agree- 
ment fell  short  of  our  original  objectives  in  a  number  of  areas,  it 
has  achieved  a  number  of  firsts. 
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I  am  going  to  rattle  about  four  or  five  of  those  off  really  quickly 
because  we  think  they  are  significant. 

For  the  first  time,  agriculture  was  not  dropped  from  negotiation 
at  the  last  minute  to  get  better  deals  in  other  areas.  I  think  it  has 
been  done  every  other  GATT  round.  For  the  first  time,  agriculture 
trade  will  be  governed  by  general  GATT  principles,  not  by  a  series 
of  special  exceptions. 

For  the  first  time,  also,  export  subsidies  will  be  limited  in  both 
volume  and  budgetary  terms.  For  the  first  time,  import  protection 
for  agricultural  products  will  be  imposed  through  tariffs  rather 
than  through  more  restrictive  quotas  and  other  nontariff  barriers. 

For  the  first  time,  a  code  of  conduct  will  exist  to  help  to  prevent 
the  use  of  health  and  sanitary  regulations  from  being  used  as  un- 
justifiable trade  barriers.  And  for  the  first  time,  this  may  be  the 
most  unbelievable,  Japan  and  Korea  will  allow  access  to  their  mar- 
kets for  United  States'  rice. 

Mr.  Chairman,  Farm  Bureau  recognizes  that  this  agreement  rep- 
resents the  net  result  of  over  7  years  of  frustrating  and  often  fruit- 
less talks  between  countries  with  widely  different  and  strongly  held 
positions  on  agricultural  trade. 

Mr.  Chairman,  I  saw  you  a  number  of  times  in  Geneva  when  I 
was  over  there.  You  were  involved  in  the  GATT  right  up  to  your 
ears,  that  whole  time.  We  recognize  also  that  it  probably  represents 
an  important  breakthrough  for  the  world  trading  system.  I  think 
our  negotiators  are  to  be  commended  for  their  efforts  to  find  a  solu- 
tion to  the  many  trade  problems  in  this  agricultural  sector. 

Assuming  that  the  implementing  bill  does  not  require  the  agree- 
ment to  be  paid  for  on  the  backs  of  American  farmers.  Farm  Bu- 
reau will  support  the  package.  In  our  full  statement,  we  indicate 
a  number  of  other  specific  areas  of  gains  and  losses. 

I  would  like  to  associate  Farm  Bureau  with  a  number  of  organi- 
zations that  have  urged  that  the  implementing  bill  recapture  funds 
required  to  be  cut  from  such  programs  as  the  EEP  for  use  in  green 
box  programs,  like  foreign  market  development.  We  really  need  to 
compete  and  stay  in  competition  in  that  area. 

Mr.  Chairman,  I  also  want  to  commend  you  for  holding  this  hear- 
ing and  for  allowing  us  to  present  our  views. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Kleckner  appears  at  the  conclu- 
sion of  the  hearing.] 

The  Chairman.  Thank  you  very  much.  And  I  appreciate  all  of 
you  being  here  and  your  testimony  will  be  very  helpful  to  us. 

Mr.  Roberts. 

Mr.  Roberts.  Yes,  too,  I  want  to  thank  all  the  witnesses,  Mr. 
Chairman,  and  again,  reiterate  my  thanks  to  you  for  holding  this 
hearing. 

I  would  like  to  agree  with  Carol,  that  this  is  not  a  short  story 
but  a  novel  and  I  hope  it  has  a  successful  conclusion.  I  think  it  is 
an  ongoing  continuum,  if  that  is  the  way  to  phrase  it,  and.  Dean, 
thank  you  for  your  comments.  I  know  you  had  about  five  "for  the 
first  times"  in  there.  Great  price,  in  my  vintage,  in  the  country 
western  field,  since  for  the  good  times  and  I  am  doing  it  for  the 
first  time,  but  I  hope  there  are  some  good  times. 
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And,  Mr.  Chairman,  I  would  just  like  to  again  indicate  my  con- 
cern in  regards  to  the  pay-go  requirements.  We  are  talking  about 
$1.6  billion  in  the  GATT  mandated  reductions  to  the  export  en- 
hancement program.  Mr.  Kleckner  indicated  we  would  sure  like  to 
use  that  for  export  promotion  but  if,  in  fact,  those  are  the  savings 
we  have  to  accomplish,  that  will  not  be  possible. 

We  all  hope  that  our  deficiencies  will  result  from  increased 
prices.  After  all,  that  is  the  goal  of  GATT.  That  is  somewhere  be- 
tween $1  billion  and  $2  billion,  but  the  fishhook  in  this  thing  is  the 
increase  in  flex  acres  by  7.5  percent  to  represent  a  $3.5  billion  sav- 
ings. That  is  about  a  50-percent  increase  in  unpaid  acres  from  the 
current  15  percent  up  to  22.5. 

But  stop  and  think  about  this.  That  number  could  increase  since 
the  rising  prices  would  mean  less  deficiency  payment  dollars  in 
each  acre,  and  so  my  guesstimate  or  prediction  would  be  that  that 
would  go  up  to  about  25  percent  in  terms  of  flex  acres. 

Now,  we  talked  about  that  when  we  were  going  through  the 
Death  Valley  days  of  the  variance  considerations  and  everybody 
scratched  their  head.  Take  it  one  step  further  if  you  might. 

One  of  the  benefits  of  your  flex  acre  situation  is  we  have  a  fledg- 
ling oilseed  industry  now,  more  especially  in  my  district  where  we 
have  been  monoagriculture  and  we  want  to  become  more  diversi- 
fied. Without  the  targeted  export  enhancement  program  in  regards 
to  SOAP,  COAP,  EEP,  et  cetera,  I  don't  know  how  we  compete  with 
what  we  have  allowed — or  what  the  GATT  agreement  calls  for  in 
regards  to  the  oilseed  business. 

So  if  a  farmer  is  going  to  have  1  out  of  4  acres  out  of  the  farm 
program,  hopefully  it  will  go  to  some  other  crop,  yet  if  that  crop 
is  outsubsidized  by  our  competitors,  we  have  some  problems  here. 

I  do  not  agree  that  40  percent  of  this  is  going  to  have  to  come 
out  of  agriculture.  Both  the  chairman  and  I  are  in  strong  agree- 
ment with  this.  It  is  still  flexible.  I  want  to  see  GATT  work,  but 
we  have  some  work  to  do  and  I  thank  the  chairman. 

The  Chairman.  Thank  you  very  much,  and  thanks  to  all  of  you. 

The  committee  will  stand  adjourned  subject  to  the  call  of  the 
Chair. 

[Whereupon,  at  1:25  p.m.,  the  committee  was  adjourned,  to  re- 
convene subject  to  the  call  of  the  Chair.] 

[Material  submitted  for  inclusion  in  the  record  follows:] 
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STATEMENT  BY  LARRY  DIEDRICH 
PRESIDENT,  AMERICAN  SOYBEAN  ASSOCIATION 

before  the 

COMMITTEE  ON  AGRICULTURE 
U.S.  HOUSE  OF  REPRESENTATIVES 

April  20,  1994 

Good  morning,  Mr.  Chairman  and  Members  of  the  Committee.  I  am 
Larry  Diedrich,  a  soybean,  corn,  and  hog  producer  from  Elkton, 
South  Dakota,  and  President  of  the  American  Soybean  Association. 
ASA  appreciates  the  opportunity  to  appear  before  you  today  on 
behalf  of  U.S.  soybean  growers. 

Mr.  Chairman,  U.S.  soybean  growers  have  traditionally  been  strong 
supporters  of  international  trade  agreements.  As  efficient 
producers,  we  have  believed  that  reciprocal  steps  in  the  direction 
of  liberalizing  world  trade  will  contribute  to  our  comparative 
advantage  and  increase  our  opportunities  for  growth  and 
profitability.  We  would  see  direct  benefits  from  opening  protected 
world  markets  and  from  eliminating  export  subsidies  and  other  trade 
distorting  practices. 

For  these  reasons,  we  welcomed  President  Reagan's  decision  in  1986 
to  initiate  the  Uruguay  Round  negotiations.  We  emphatically 
endorsed  the  U.S.  goal  of  complete  elimination  of  global  tariffs 
and  export  subsidies.  We  recognized  clearly  that  our  industry  has 
the  most  to  gain  and  the  least  to  lose  from  genuine  trade 
liberalization. 

Today,  some  seven  and  a  half  years  later,  the  benefits  the  U.S. 
soybean  industry  will  gain  from  this  agreement  are  unclear,  at 
best,  and  many  members  of  our  industiry  are  questioning  whether  we 
can  support  its  ratification  by  Congress.  I  cannot  overstate  how 
uncomfortable  our  industry,  and  my  own  Association,  is  to  be  in 
this  position.  I  can  tell  you,  however,  that  U.S.  soybean 
producers  have  left  no  stone  unturned  in  the  effort  to  achieve  a 
fair  and  balanced  GATT  agreement.  And  I  can  tell  you  that  we  are 
continuing  to  seek  remedies  that  will  correct  the  inadequacies  of 
this  agreement,  even  after  the  ink  has  dried. 
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In  the  interest  of  being  as  brief  as  possible,  Mr.  Chairman,  I  will 
not  detail  the  chronology  of  events  which  have  led  the  U.S.  oilseed 
industry  to  this  difficult  conclusion.  I  will  simply  outline  our 
concerns  with  the  Uruguay  Round  as  it  affects  oilseed  product 
trade,  describe  our  efforts  to  achieve  a  desirable  result,  and 
provide  our  views  on  how  the  present  situation  can  be  improved. 

Unequal  Treatment  on  Export  Subsidies 

In  the  area  of  export  subsidies,  the  U.S.  oilseed  industry  is 
facing  unilateral  disarmament  under  the  Uruguay  Round.  The  base 
period  which  determines  the  amount  of  permitted  subsidies  precedes 
the  period  during  which  the  U.S.  finally  began  using  EEP,  SOAP,  and 
COAP  on  a  scale  sufficient  to  counter  competitors'  unfair  trade 
practices  in  vegetable  oil.  As  a  result,  current  vegetable  oil 
exports  under  these  programs  will  be  reduced  79%  by  the  year  2  000. 

Our  industry  could  adjust  satisfactorily  to  this  reduction  if  the 
Uruguay  Round  imposed  similar  reductions  on  other  major  exporters. 
Unfortunately,  this  is  not  the  case.  Long-standing  oilseed 
processing  and  export  subsidies  employed  by  Argentina,  Brazil, 
India,  and  Malaysia  are  not  subject  to  any  reduction  commitment 
under  the  Uruguay  Round.  In  addition,  although  EU  oilseed  area  is 
constrained  by  the  Blair  House  Agreement,  EU  oilseed  subsidies  are 
not  subject  to  any  Uruguay  Round  reduction  commitment. 

Limited  New  Market  Access 

Even  with  this  unequal  treatment,  our  industry  could  still  compete 
with  the  export  efforts  of  our  competitors  if  the  Uruguay  Round 
opened  up  sufficient  access  to  world  oilseed  and  oilseed  product 
markets.  Unfortunately,  with  the  exception  of  minor  concessions  on 
the  part  of  Japan,  Korea,  and  Indonesia,  few  countries  have  agreed 
to  go  beyond  the  minimum  tariff  reductions  required  by  the 
agreement.  While  these  improvements  are  welcome,  world  trade  in 
oilseeds  and  oilseed  products  will  continue  to  be  driven  by 
government  policies,  responding  to  non-market  forces. 

One  area  where  GATT  does  significantly  expand  market  access  and 
could  potentially  benefit  our  oilseed  sector  is  trade  in  livestock 
products.  The  Uruguay  Round  will  open  significant  new 
opportunities  for  U.S.  pork  and  poultry  products  in  Europe,  Japan, 
Korea,  and  other  major  markets.  Increased  exports  of  these 
products  would  increase  domestic  demand  for  soybean  meal.  While 
this  growth  would  be  welcome,  an  inevitable  buildup  in  vegetable 
oil  stocks  will  result,  and  ways  must  be  found  to  utilize  them,  for 
true  benefits  to  occur. 

Impact  on  U.S.  Oilseed  and  Livestock  Sectors 

The  bottom  line  for  GATT  in  terms  of  its  effect  on  our  industry  is 
that  U.S.  vegetable  oil  supplies  will  build  as  our  export  programs 
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are  phased  down  and  few  new  markets  open  up  abroad.  As  a  result  of 
the  more  gradual  rate  of  reduction  agreed  to  in  Blair  House  Two, 
these  additional  supplies  from  reduced  exports  will  grow  in 
increments  of  about  90,000  tons  per  year,  beginning  in  1995  and 
reaching  535,000  tons  in  the  year  2000  and  in  every  year 
thereafter. 

The  six-year  phasedown  of  EEP,  SOAP,  and  COAP  exports  allows  the 
U.S.  oilseed  industry  some  opportunity  to  make  a  transition  to  new 
markets  where  these  subsidies  are  not  needed.  Without  new  market 
outlets,  however,  this  growing  vegetable  oil  surplus  will  have 
significant  effects  on  oilseed  production  and  prices.  Vegetable 
oil  prices  will  be  pushed  down  toward  subsidized  world  price 
levels,  forcing  domestic  crushers  to  reduce  bids  for  whole  seed 
and\or  increase  the  price  of  protein  meal.  Oil-dependent 
industries  such  as  sunflower  and  canola  will  see  major  reductions 
in  acreage,  and  some  of  our  crushing  plants  may  be  forced  to  turn 
to  imported  seed  for  an  increasing  share  of  their  production.  Over 
time,  this  process  is  likely  to  result  in  higher  costs  for  U.S. 
livestock  producers,  eroding  the  gains  won  in  the  market  access 
negotiations  for  livestock  products. 

U.S.  Oilseed  Industry  Efforts 

The  U.S.  oilseed  industry  has  been  an  active  participant  in  every 
phase  of  the  GATT  negotiations  as  they  relate  to  our  interest  in 
eliminating  export  subsidies  and  increasing  foreign  market  access. 
Well  before  the  Round  began,  the  National  Oilseed  Processors 
Association  filed  and  pursued  two  section  301  petitions  against 
several  unfair  trade  practices  being  utilized  by  competing 
exporters  of  vegetable  oil  and  oilseed  meal.  Unfortunately,  these 
petitions  were  not  resolved  in  a  manner  satisfactory  to  our 
industry. 

In  1987,  the  American  Soybean  Association  filed  a  complaint 
charging  that  the  EU's  oilseed  regime  nullified  and  impaired  our 
duty-free  access  to  its  market  for  soybeans  and  soybean  meal. 
Extensive  industry  efforts  led  to  two  GATT  panel  findings  in  favor 
of  the  U.S.  and,  ultimately,  to  the  Blair  House  Agreement.  While 
this  conclusion  of  the  case  imposes  a  cap  on  EU  oilseed  acreage,  it 
does  not  restore  lost  U.S.  access  to  the  EU  market  or  prevent 
future  overproduction  and  export  of  surplus  oilseeds  and  oilseed 
products . 

with  the  limited  success  of  these  trade  proceedings  in  addressing 
the  unfair  export  practices  of  our  competitors,  our  industry  made 
a  sxibstantial  effort  last  year  to  expand  global  trade  in  oilseeds 
and  oilseed  products  in  the  so-called  zero-for-zero  proposal.  This 
initiative  sought  to  revive  the  original  goals  of  the  Uruguay  Round 
by  proposing  to  eliminate  all  tariff  and  non-tariff  barriers  and 
all  export  subsidies  in  world  trade  in  oilseeds  and  oilseed 
products.   The  effort  generated  considerable  support,  especially 
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among  major  exporting  countries,  but  it  proved  to  be  an  extremely 
ambitious  and  complex  undertaking.  Ultimately,  the  Uruguay  Round 
negotiations  ended  before  the  initiative  could  be  brought  to 
fruition. 

Industry  Position  on  the  Uruguay  Round 

As  the  Uruguay  Round  was  concluding  last  December,  Mr.  Chairman, 
representatives  of  the  U.S.  oilseed  industry  met  with  Secretary 
Espy  in  Geneva  to  discuss  our  concerns.  We  made  clear  our  purpose 
to  find  some  answer  to  the  near-certain  buildup  of  vegetable  oil 
surpluses  in  the  United  States  that  GATT  will  create.  And  we 
indicated  our  interest  in  being  able  to  support  the  Round  if  such 
a  solution  could  be  found. 

Secretary  Espy  was  extremely  forthcoming  during  our  meetings,  and 
we  believe  the  Department  is  continuing  to  seek  ways  to  address  our 
concerns.  However,  as  it  was  apparent  to  industry  representatives 
in  Geneva  that  Secretary  Espy  and  Administration  officials  were 
under  a  great  deal  of  pressure  to  finalize  an  agreement  that  would 
be  seen  as  being  beneficial  to  all  parties  involved,  the  leaders  of 
our  industry  now  believe  we  can  only  support  an  agreement  that 
clearly  benefits  our  constituents. 

The  inadequacies  that  our  industry  believes  are  present  in  the 
current  agreement  are  made  evident  in  a  report  by  USDA's  Economic 
Research  Service  entitled,  "Effects  of  the  Uruguay  Round  on  U.S. 
Agricultural  Commodities."  In  the  oilseed  sector,  this  report 
addresses  only  soybeans,  making  no  mention  of  the  adverse  impact 
GATT  will  have  on  oil-dependent  crops  such  as  sunflowers  and 
canola.  ERS  makes  a  point  to  emphasize  expanded  foreign  markets 
for  soybeans,  soybean  meal,  and  livestock  products.  On  the  oil 
side,  while  the  report  admits  a  build-up  in  supplies,  it  curiously 
suggests  U.S.  processors  will  offset  lower  oil  prices  by  reducing 
crushing  margins  rather  than  pass  them  on,  either  in  the  form  of 
lower  soybean  prices  to  producers  or  through  higher  prices  for  meal 
to  customers  in  the  livestock  industry.  It  apparently  will  take  a 
determined  effort  on  the  part  of  our  industry  working  with 
Administration  officials,  to  resolve  these  differences  of  opinion. 
But  we  are  willing,  as  stated  earlier,  to  expand  whatever  effort  is 
required  to  come  up  with  acceptable  ways  to  address  and  resolve  our 
concerns. 

Provisions  Needed  in  Implementing  Legislation 

Reflecting  these  views,  we  would  take  this  opportunity  to  recommend 
several  provisions  to  be  included  by  the  Administration  in  its 
implementing  bill  for  the  Urxiguay  Round: 

First,  subsidized  exports  of  vegetable  oil  must  be  mandated  at  full 
funding  levels  permitted  by  GATT.  To  the  extent  funds  are  not  used 
due  to  volume  restrictions  on  exports,  they  should  be  required  to 
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augment  funding  for  foreign  food  assistance  programs,  specifically 
P.L.  480. 

Second,  in  the  event  a  budget  waiver  is  not  agreed  to  for  GATT, 
agriculture  programs  should  not  be  required  to  pay  for  more  than 
agriculture's  share  of  the  cost  of  the  agreement  in  net  tariff 
revenue  losses.  We  understand  this  cost  will  be  somewhat  less  than 
$700  million  over  the  five-year  budget  baseline  period. 

Third,  budget  savings  resulting  from  reduced  outlays  for 
agricultural  export  programs  required  by  GATT  which  are  not  needed 
to  offset  agriculture's  share  of  its  cost,  should  be  reserved  for 
permitted  or  "green  box"  agriculture  programs.  In  the  case  of 
oilseeds,  savings  should  be  used  to  fund  commercialization  of 
industrial  products  which  use  vegetable  oil  as  a  feedstock. 

Our  industry  is  currently  reviewing  options  for  marketing  the 
increasing  supply  of  vegetable  oil  which  GATT  will  create  in  this 
country.  Barring  support  for  a  substantial  increase  in  vegetable 
oil  exports  under  U.S.  food  aid  programs,  our  best  option  seems  to 
be  development  of  a  biodiesel  fuel  industry.  Establishment  of  a 
start-up  fund  to  "bid"  vegetable  oil  into  new  industrial  uses  such 
as  biodiesel  holds  the  greatest  promise  for  our  industry  over  the 
long-term. 

I  do  not  want  to  conclude  without  reemphasizing  our  industry's  very 
real  interest  and  commitment  to  finding  a  solution  to  our  problems 
with  the  Uruguay  Round.  We  strongly  believe  this  solution  cannot 
be  found  without  the  active  participation  of  the  Administration. 
We  ask  for  your  help,  and  that  of  other  Members  of  the  Committee, 
in  urging  President  Clinton  to  understand  and  address  our  concerns. 

The  American  Soybean  Association  and  its  producer  members  look 
forward  to  working  with  your  committee,  Mr.  Chairman,  in  addressing 
these  vital  issues. 

Thank  you  very  much. 
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TESTIMONY  OF  DR.  WAYNE  A.  BOUTWELL 

BEFORE  THE 

HOUSE  COMMITTEE  ON  AGRICULTURE 

ON  BEHALF  OF 
AGRICULTURE  COALITION  ON  GATT 
WASHINGTON,  D.C. 
WEDNESDAY,  APRIL  20,  1994 


Mr.  Chairman,  my  name  is  Wayne  Boutwell,  and  I  am  President  of 
the  National  Council  of  Farmer  Cooperatives.  I  am  testifying  today 
on  behalf  of  an  ad  hoc  coalition  of  22  food  and  agricultural 
organizations . 

Members  of  the  coalition  include  the  America  Farm  Bureau 
Federation,  American  Meat  Institute,  American  Sheep  Industry 
Association,  American  Soybean  Association,  the  Coalition  For  Food 
Aid,  the  National  Association  of  State  Departments  of  Agriculture, 
National  Association  of  Wheat  Growers,  National  Barley  Growers 
Association,  National  Cattlemen's  Association,  National  Corn 
Growers  Association,  National  Cotton  Council,  National  Council  of 
Farmer  Cooperatives,  National  Farmers  Union,  National  Grange, 
National  Milk  Producers  Federation,  National  Pork  Producers 
Council,  National  Potato  Council,  National  Sunflower  Association, 
National  Turkey  Federation,  Rice  Millers  Association,  United  Fresh 
Fruit  and  Vegetable  Association,  and  the  U.S.  Rice  Producers  Group. 

As  a  coalition,  we  are  very  concerned  over  reports  that  the 
Administration  has  under  consideration  proposals  which  would 
require  significant  reductions  in  agriculture-related  programs  to 
help  offset  a  major  portion  of  the  estimated  $14-18  billion  cost  of 
GATT. 

First,  it  should  be  noted  that  such  cost  estimates  are  highly 
subjective  and  reflect  only  the  estimated  revenue  losses  resulting 
from  required  reductions  in  U.S.  tariff  levels  under  the  GATT 
agreement.  They  do  not  take  into  account  the  potential  for 
increased  revenues  as  a  result  of  expanded  trade  opportunities  and 
additional  economic  activity,  which  translate  into  more  jobs  and  a 
larger  tax  base. 

Second,  it  would  be  grossly  unfair  to  require  U.S.  agriculture 
to  help  offset  a  major  share  of  such  cost  since  the  revenue  losses 
resulting  from  reductions  in  agriculture-related  tariffs  amount  to 
less  than  5  percent  of  the  estimated  total  of  $14-18  billion. 

Third,  it  would  violate  the  repeated  assurances  provided  by 
the  Administration  in  meetings  and  in  testimony  that  the  new  GATT 
agreement  would  not  require  any  further  reductions  in  domestic 
income  and  price  support  programs. 
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Finally,  it  would  also  be  contrary  to  the  Administration's 
pledge  that  it  would  maintain  and  aggressively  utilize  the  full 
range  of  authorities  under  GATT  to  maintain  U.S.  agriculture's 
ability  to  remain  competitive  in  the  international  marketplace. 

The  Administration  has  estimated  that  the  new  GATT  agreement 
may  increase  U.S.  agriculture  exports  by  $1.6  to  4.7  billion  by  the 
year  2000  and  its  share  of  the  world  market  by  an  additional  one 
percent.  U.S.  net  farm  income  is  also  projected  to  be  nearly  $1 
billion  higher  by  the  year  2000,  an  increase  of  one  to  two  percent. 

Even  these  modest  projections,  however,  assumed  that  current 
programs  would  be  maintained  as  allowed  under  GATT  at  current 
baseline  levels.  Based  on  such  projections,  further  reductions  in 
domestic  and  international  programs  below  the  current  baseline 
could  result  in  the  new  GATT  agreement  becoming  more  of  a  negative 
rather  than  a  positive. 

Since  the  1980 's,  the  international  marketplace  has  been 
characterized  by  increasing  competition,  much  of  it  heavily 
subsidized,  and  the  use  of  unfair  trading  practices  and  artificial 
trade  barriers.  As  a  result,  U.S  agriculture  has  lost  market  share 
as  shown  in  the  attached  chart. 

This  loss  in  market  share  has  cost  U.S.  agriculture  and  our 
national  economy  approximately: 

o   $10  billion  in  reduced  exports  annually; 

o   $24  billion  in  lost  economic  activity  annually;  and 

o   Over  200,000  fewer  jobs. 

Whether  the  recently  signed  GATT  agreement  will  help  reverse 
this  decline  by  providing  expanded  trade  opportunities  for  U.S. 
agriculture  remains  to  be  seen.  Again,  the  key  to  its  success  will 
depend  on  the  U.S.  government  and  its  level  of  commitment  to  U.S. 
agriculture. 

This  is  essential  for  several  important  reasons.  First,  the 
new  GATT  agreement  increases  competition  —  both  in  domestic  and 
international  markets. 

Within  the  domestic  market,  competition  will  increase  as  a 
result  of  the  U.S.  providing  the  rest  of  the  world  with  increased 
market  access  as  required  under  GATT.  It  is  unilateral  in  effect 
since  it  is  virtually  certain  to  result  in  increased  foreign 
imports . 

However,  there  is  no  such  certainty  that  U.S.  agriculture  will 
be  able  to  take  advantage  of  similar  market  openings  by  other 
countries.  This  is  because  such  opportunities  are  multilateral  in 
nature  with  the  U.S.  competing  against  every  other  exporting 
country  in  the  world  for  such  markets. 
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Second,  in  the  context  of  increasing  competition  for  such 
markets,  it  should  be  noted  that  the  new  GATT  agreement  does  not 
eliminate  export  subsidies.   It  only  reduces  them. 

For  example,  under  the  GATT  agreement,  countries  are  required 
to  reduce  the  use  of  such  export  subsidies  for  each  commodity  by  3  6 
percent  in  terms  of  value  and  21  percent  by  volume  by  the  year  2  000 
over  the  selected  base  period. 

While  this  will  reduce  the  overall  level  of  such  subsidies,  it 
Maintains  any  relative  advantage  enjoyed  by  other  countries 
especially  the  European  Union,  over  the  U.S.  on  a  commodity  by 
commodity  basis. 

Third,  the  GATT  agreement  allows  countries  to  maintain  and 
even  increase  their  support  for  other  policies  and  programs  which 
are  classified  as  non-trade  distorting  or  within  the  "green  box". 
These  include,  among  other  programs,  market  development  and 
promotion,  export  credit,  and  food  assistance. 

The  European  Union  has  made  it  clear  that  it  will  continue  to 
utilize  every  available  means  to  take  advantage  of  any  market 
opportunities  provided  under  GATT  to  maintain  and  expand  their 
share  of  the  world  market.  This  Includes  using  export  subsidies  up 
to  the  maximum  allowed,  while  redirecting  increasing  resources  into 
so-called  green  box  programs  not  subject  to  reduction  under  GATT. 

Again,  without  a  similar  commitment  on  the  part  of  the  U.S. 
government,  U.S.  agriculture  will  be  at  a  substantial  disadvantage. 
The  Administration,  however,  has  already  recommended  substantial 
reductions  in  many  of  these  prograuns  as  part  of  its  FY  1995  budget 
proposal. 

For  example,  under  the  Administration's  budget  proposal, 
USDA's  market  promotion  program  would  be  reduced  25  percent; 
Foreign  Market  Development  by  one  third;  P.L.  480  by  approximately 
20  percent;  while  both  the  Cottonseed  Oil  and  Sunflower  Oil 
Assistance  Programs  (COAP  and  SOAP) ,  and  the  emergency  food 
assistance  progrzun  (TEFAP)  would  be  virtually  eliminated. 

These  proposed  reductions  are  unilateral  in  nature,  since  they 
do  not  require  an  equivalent  reduction  on  the  part  of  our 
competitors,  including  the  European  Union  and  other  exporting 
countries. 

For  all  these  reasons,  we  believe  the  following  actions  should 
be  taken.  First,  we  recommend  that  funding  for  domestic  and 
international  programs  relating  to  agriculture  be  maintained  and 
aggressively  utilized  as  allowed  under  GATT. 

Second,  we  urge  that  any  funds  relating  to  those  programs 
subject  to  reduction  under  GATT  (such  as  EEP,  DEIP,  COAP  AND  SOAP) 
be  redirected  and  made  available  as  allowed  under  GATT  for  such 
green  box  programs  as  market  development  and  promotion,  export 
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credit,  and  domestic  and  international  food  assistance,  including 
P.L.  480  and  TEFAP.  These  recommendations  were  also  outlined  in 
recent  letters  to  the  President.  (See  attached) . 

Without  such  action,  it  is  hard  to  envision  how  U.S. 
agriculture  in  the  aggregate  stands  to  gain  as  a  result  of  the  new 
GATT  agreement.  Not  only  would  the  nation's  farmers  and  ranchers 
be  adversely  affected,  but  so  would  many  of  the  nearly  one  million 
Americans  whose  jobs  are  directly  dependent  on  agriculture-related 
exports . 

Accordingly,  Mr.  Chairman,  we  would  find  it  very  difficult  to 
support  any  implementing  legislation  which  resulted  in  a 
disproportionate  share  of  the  cost  of  GATT  being  imposed  on  U.S. 
agriculture,  or  in  its  being  unable  to  remain  viable  and 
competitive  in  the  international  marketplace. 

This  concludes  our  statement,  Mr.  Chairman.  We  appreciate 
very  much  this  opportunity  to  testify  and  your  continued  strong 
leadership  on  behalf  of  American  agriculture. 


(Attachment  follows:) 
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Agriculture  Coalition  on  GATT 


The  coalition  includes  the  following  organizations: 

American  Farm  Bureau  Federation 

American  Meat  Institute 

American  Sheep  Industry  Association 

American  Soybean  Association 

Coalition  for  Food  Aid 

National  Association  of  State  Departments  of  Agriculture 

National  Association  of  Wheat  Growers 

National  Barley  Growers  Association 

National  Cattlemen's  Association 

National  Com  Growers  Association 

National  Cotton  Council 

National  Council  of  Farmer  Cooperatives 

National  Farmers  Union 

National  Grange 

National  Milk  Producers  Federation 

National  Pork  Producers  Council 

National  Potato  Council 

National  Sunflower  Association 

National  Turkey  Federation 

Rice  Millers  Association 

United  Fresh  Fruit  and  Vegetable  Association 

U.S.  Rice  Producers  Group 
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Testimony  of  Bruce  Brumfield 

President,  National  Cotton  Council  of  America 

before  the  Agriculture  Committee  of  the  House  of  Representatives 


Position  of  U.S.  Cotton  Industry  Concerning  GATT  Implementing  Legislation 

April  20,  1994 

Mr.  Chairman,  members  of  the  Committee.    I  want  to  thank  you  for  the  opportunity  to 
testify  before  you  today.   My  name  is  Bruce  Brumfield.   I  operate  a  diversified  farming 
operation  in  Inverness,  Mississippi.    I  am  before  you  today  in  my  capacity  as  President  of 
the  National  Cotton  Council  of  America  to  discuss  the  Uruguay  Round  Trade  Agreement. 

The  National  Cotton  Council  is  the  central  organization  of  the  United  States  cotton  industry. 
Its  members  include  producers,  ginners,  oilseed  crushers,  merchants,  cooperatives, 
warehousemen,  and  textile  manufacturers.   While  a  majority  of  the  industry  is  concentrated 
in  17  cotton  producing  states,  stretching  from  the  Carolinas  to  California,  the  downstream 
manufacturers  of  cotton  apparel  and  homefumishings  are  located  in  virtually  every  state. 

The  industry  and  its  suppliers,  together  with  the  cotton  product  manufacturers,  account  for 
one  job  of  every  thirteen  in  the  U.S.   Annual  cotton  production  is  valued  at  more  than  $5 
billion  at  the  farm  gate.   In  addition  to  the  fiber,  cottonseed  products  are  used  for  livestock 
feed,  and  cottonseed  oil  is  used  for  food  products  ranging  from  margarine  to  salad  dressing. 
While  cotton's  farm  gate  value  is  significant,  a  more  meaningful  measure  of  cotton's  value  to 
the  U.S.  economy  is  its  retail  value.   Taken  collectively,  the  business  revenue  generated  by 
cotton  and  its  products  in  the  U.S.  economy  is  estimated  to  be  in  excess  of  $50  billion 
annually.   Cotton  stands  above  all  other  crop  in  its  creation  of  jobs  and  its  contribution  to  the 
U.S.  economy. 

As  with  all  of  U.S.  agriculture,  the  cotton  industry  followed  the  GATT  negotiations  from  the 
start.   From  the  very  beginning,  U.S.  cotton  has  viewed  the  GATT  negotiations  defensively. 
The  risk  of  increased  subsidize  competition  presented  by  GATT  did  not  seem  to  be  offset 
by  any  potential  market  gains  for  cotton.   In  many  respects,  this  final  agreement  does  not 
alter  our  initial  view.   For  cotton,  the  amount  of  market  protection  given  up  is  not 
counterbalanced  with  increased  trade  opportunities.   However,  in  the  final  stages  of  these 
negotiations,  Secretary  of  Agriculture  Espy  and  others  were  willing  and  able  to  lessen  the 
downside  risk  to  U.S.  raw  cotton.   The  result  is  an  agreement  that  presents  far  less  of  a 
potential  for  disaster  for  cotton  than  proposals  issued  as  recently  as  1991. 

The  greatest  concern  for  cotton  is  the  perception  among  some  in  government  that  this 
agreement  eliminates  the  need  to  continue  to  fund  U.S.  agricultural  programs.   Already,  the 
President's  most  recent  budget  proposal  calls  for  eliminating  the  Cottonseed  Oil  Export 
Assistance  Program.   We  have  heard  reports  that  agriculture  may  be  asked  to  shoulder  up  to 
$5  billion  of  the  cost  of  the  GATT.   And  there  are  concerns  that  the  Administration  may  not 
forcefully  use  all  the  export  assistance  authorities  available  to  combat  subsidized  competition. 
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Mr.  Chairman,  this  GATT  agreement  does  not  end  agricultural  subsidization.    As  a  matter  of 
fact,  bur  assessment  of  its  terms  suggests  that  it  will  do  very  little  to  alter  the  cotton  policies 
of  foreign  governments. 

It  will  liberalize  trade  and  does  contain  some  controls  on  subsidization,  but  it  is  not  a  cure-all 
and  the  international  playing  field  will  not  be  level,  even  if  all  countries  adhere  to  their 
commitments.   For  example,  the  European  Community  will  still  be  permitted  to  subsidize  at 
a  much  higher  level  than  the  U.S.  after  this  agreement  is  in  place.   There  are  unfair  trade 
practices  that  are  not  directly  covered  by  this  text.   Countries  will  continue  to  use  whatever 
means  they  can  to  gain  unfair  advantages  in  one  agricultural  sector  or  another  in  world  trade. 

In  fact,  U.S.  cotton's  primary  international  competitors  are  developing  countries.   These 
countries  benefit  from  either  less  stringent  requirements  under  the  GATT  or  outright 
exemptions  from  some  of  its  provisions.   Many  of  their  subsidy  programs  are  not  even 
touched  by  GATT  1994. 

So  my  primary  message  is  simply  that  GATT  in  no  way  diminishes  the  need  for  an  effective 
cotton  program.    Rather,  the  post-GATT  cotton  and  textile  trade  environment  will  make  an 
effective  cotton  program  even  more  important.    Very  little  will  truly  change  in  the 
international  agricultural  marketplace.     But  U.S.  cotton's  best  customer,  the  domestic  textile 
industry,  is  going  to  be  highly  vulnerable  under  the  new  GATT.   That  is  a  major  reason  why 
the  U.S.  cotton  producer  will,  more  than  ever,  need  an  effective  program. 

As  long  as  the  marketing  loan  is  allowed  to  continue  to  work,  as  long  as  the  U.S.  has  the 
vision  to  form  a  partnership  with  private  enterprise  in  developing  international  markets  and 
as  long  as  the  U.S.  government  uses  its  authority  to  help  U.S.  producers  compete  against 
subsidized  competition,  the  U.S.  cotton  industry  has  the  chance  to  remain  viable  under  the 
new  GATT  regime. 

Summary  —  Immediate  Impact  on  U.S.  Cotton 

Mr.  Chairman,  I  will  summarize  the  key  effects  of  the  GATT  on  U.S.  cotton  and  our 
recommendations  for  implementing  legislation.   I  must  point  out  that  as  President  of  the 
National  Cotton  Council  I  carry  the  concerns  not  only  of  cotton  farmers,  but  also  of  ginners, 
cottonseed  crushers,  warehousemen,  cooperatives,  shippers,  and  textile  mills. 

The  key  immediate  effects  of  this  agreement  on  U.S.  cotton  are— 

1.   Section  22  Quotas. 

Section  22  quotas  on  cotton  will  be  eliminated  and  replaced  with  a  "tariff-rate  quota".  'Raw 
cotton  imports  can  reach  about  238,000  bales  during  the  first  year  of  the  agreement, 
increasing  to  397,000  bales  by  the  6th  year  of  the  agreement.   Any  cotton  imports  above  this 


202 


amount  will  face  a  duty  of  16.74  cents,  which  will  be  reduced  to  14.24  cents  at  the  end  of 
the  6  years. 

The  original  U.S.  proposal  would  have  replaced  section  22  cotton  quotas  with  a  tariff  of 
17/l(X)th  of  a  cent  per  pound.   In  1992,  with  the  industry's  urging,  the  U.S.  submitted 
another  GATT  proposal  increasing  the  over-quota  tariff  to  7  cents  per  pound.   But  also  in 
1992,  and  again  at  NCC's  urging,  the  U.S.  agreed  to  a  tariffication  number  of  over  16  cents 
per  pound  to  be  applicable  under  the  North  American  Free  Trade  Agreement. 

In  late  November  1993,  the  U.S.  submission  in  GATT  still  called  for  a  7  cent  tariff  to 
replace  the  absolute  quota  on  raw  cotton  imports.   However,  responding  to  the  industry's 
persistent  requests,  the  final  U.S.  submission,  made  in  Geneva,  increased  the  tariff  to  the 
NAFTA  level  of  over  16  cents  per  pound--a  level  we  consider  to  be  equitable. 


GA'IT  Agreement  on  Secton  22  Cotton  Quota                          J| 

Year 

Bales 

Tariff  (cents  per  lb.) 

Quota  Amount 

Above  Quota  Tariff 

1993 

125,357  (upland  &  ELS) 

Not  applicable 

1995 

237,980 

16.74 

1996 

269.711 

16.24 

1997 

301,442 

15.74 

1998 

333,173 

15.24 

1999 

364,904 

14.74 

2000 

396,634 

14.24 

2001 

396,634 

14.24 

2002 

396,634 

14.24 

2.  Reductions  in  Internal  Support 

The  GATT  agreement  does  not  require  any  modification  in  the  domestic  components  of  the 
U.S.  cotton  program.   Overall  domestic  support  levels  for  cotton  will  not  have  to  be  further 
reduced  in  order  to  comply  with  the  terms  of  the  agreement. 

Because  all  commodities  are  considered  together,  because  U.S.  cotton  target  prices  have  been 
reduced  since  1985,  because  the  U.S.  cotton  program  has  been  reduced  under  budget  acts, 
and  because  the  agreement  does  not  consider  deficiency  payments  made  under  a  triple  base 
program  to  be  trade-distortive,  the  internal  support  component  of  the  GATT  agreement  does 
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not  constrain  the  U.S.  cotton  program.   The  calculated  aggregate  measurement  of  support  for 
U.S.  cotton  is  well  below  the  allowable  GATT  ceiling. 

It  is  important  to  note  that  the  cotton  programs  of  our  foreign  competitors  will  also  not  have 
to  be  reduced,  according  to  our  analysis.    In  fact,  many  of  these  countries  are  exempt  from 
full  application  of  the  agreement  because  of  their  status  as  a  developing  country. 

3.  Direct  Ejcport  Assistance 

There  will  be  reductions  over  the  next  6  years  in  the  level  of  export  subsidies  available  to 
U.S.  cottonseed  oil  under  the  Cottonseed  Oil  Export  Assistance  Program  in  order  to  carry 
out  the  terms  of  the  agreement.   Export  assistance  currently  being  made  available  to  oilseeds 
(including  cottonseed)  will  take  a  significant  cut  because  the  chosen  base  period  contains  little 
spending  by  the  U.S.  on  oilseed  export  subsidies. 

All  aspects  of  the  cotton  marketing  loan  program  are  considered  to  be  internal  support 
mechanisms  and  not  export  subsidies. 

4.  Textile  Issues. 

The  textile  component  of  the  GATT  agreement  is  extremely  important  to  the  entire  U.S. 
cotton  industry.   The  recent  growth  in  international  value-added  cotton  trade,  coupled  with 
the  decline  in  raw  cotton  trade,  provide  a  good  indication  of  the  areas  of  growth  for  U.S. 
cotton.   The  textile  component  of  the  GATT  agreement  is  not  entirely  finished.   Bilateral 
negotiations  on  market  access  are  continuing. 

Under  an  agreement  outside  of  the  GATT,  called  the  Multi-Fiber  Arrangement,  most 
developed  countries  have  maintained  quotas  restricting  the  level  of  textile  imports,  the  United 
States  included.   Under  the  GATT  agreement,  textile  trade  rules  will  be  integrated  into  the 
GATT  framework,  meaning  that  the  MFA  textile  quotas  will  be  phased  out  over  10  years. 
The  People's  Republic  of  China  will  not  benefit  from  this  market  opening  until  it  becomes  a 
member  of  the  GATT. 

Further,  duties  on  textile  imports  into  the  U.S.  will  be  reduced  by  an  average  of  about  12%. 

U.S.  textile  interests  have  called  for  two  major  changes  to  the  textile  GATT  negotiations: 

1)  the  MFA  phase  out  must  be  extended  to  15  years,  and 

2)  competing  countries  such  as  India  and  Pakistan  which  have  significant 
restrictions  on  textile  imports  into  their  country  must  provide  effective  market 
access  for  U.S.  textile  exports  in  order  to  get  increased  market  access  to  the 
U.S. 

Neither  of  these  objectives  has  been  achieved.   It  is  sometimes  difficult  to  accept  that  the 
U.S.  agreed  to  phase  out  its  textile  quota  system  without  receiving  reciprocal  concessions 
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from  some  of  our  primary  textile  competitors.    But  that  is  the  case.    India  and  Pakistan  have 
so  far  refused  to  agree  to  allow  the  U.S.  textile  industry  effective  market  access  for  U.S. 
textile  exports.   These  countries  insist  on  being  allowed  to  compete  in  the  U.S.  market,  but 
refuse  competition  in  their  own  market.   This  inequitable  result  will  damage  the  U.S.  textile 
industry  and  could  further  strengthen  Pakistan  and  India  in  their  efforts  to  ship  more  and 
more  textile  products  to  the  United  States. 

Recommendations  for  Implementing  Legislation 

Mr.  Chairman,  I  would  like  to  make  the  following  recommendations  concerning  the  GATT 
implementing  legislation: 

1.  Maintain  Section  22  Authority. 

Although  section  22  quotas  must  be  changed  in  order  to  comply  with  GATT  1994,  section  22 
authority,  itself,  should  not  be  changed  and  should  be  left  on  the  books.   Mr.  Chairman,  we 
may  need  section  22  one  day,  as  my  wheat  friends  can  attest.   If  that  day  comes,  I  prefer  the 
government  to  have  as  many  options  at  its  disposal  as  possible. 

In  its  response  to  questions  asked  by  the  House  Agriculture  Committee,  the  Administration 
stated  that  import  restraints  themselves  are  the  primary  issue-not  the  authority  to  impose 
them.   Further,  the  Administration  hinted  that  application  of  section  22  import  quotas  with 
respect  to  non-World  Trade  Organization  members  would  be  legitimate. 

2.  Non-GATT  members  should  not  get  increased  market  access  as  a  result  of  the 
elimination  of  the  section  22  quotas. 

When  section  22  quotas  are  changed,  countries  who  are  not  members  of  the  GATT  should 
not  be  allowed  to  benefit  and  should  not  be  allowed  any  increase  in  market  access  to  the 
United  States,  beyond  that  allowed  under  the  current  section  22  quota.   It  makes  no  sense  to 
provide  GATT  benefits  to  countries  that  have  not  or  will  not  shoulder  the  corresponding 
obligations  and  commitments  attendant  to  full  GATT  membership.   In  implementing  the 
tariffication  scheme  for  cotton,  the  United  States  should  ensure  that  non-GATT  countries  are 
prohibited  from  shipping  increased  quantities  of  cotton  to  the  United  States  to  the  detriment 
to  GATT  members. 

3.  Do  not  alter  the  domestic  cotton  program. 

I  see  no  reason  to  change  the  domestic  cotton  program.    Mr.  Chairman,  we  have  a  program 
that  works.   I  compliment  you  and  your  colleagues  for  it.   We  don't  want  it  changed.   The 
aggregate  measurement  of  support  for  U.S.  cotton  is  well  below  the  GATT-imposed  ceiling. 
No  changes  to  the  domestic  program  are  warranted. 


205 


As  I  stated  earlier,  given  the  increased  competition  U.S.  cotton  will  face  in  the  post-GATT 
world,  the  U.S.  cotton  producer,  more  than  ever,  must  have  an  effective  domestic  cotton 
program. 

4.  Overlapping  quota  provisions. 

The  current  cotton  program  provides  for  two  different  special  quotas  which  may  trigger 
dq)ending  upon  certain  supply/demand  and  price  situations.   There  is  a  possibility  that 
modifications  in  this  scheme  might  be  necessary  in  order  for  tariffication  under  the  GATT 
legislation  to  be  implemented  smoothly.   If  this  is  the  case,  we  request  that  the  cotton 
industry  be  consulted  concerning  the  consolidation  of  these  different  provisions. 

5.  Non-GATT  members  should  not  receive  Uruguay  Round  benefits. 

Mr.  Chairman,  this  seems  simple  to  say  and  agree  with,  but  actually  goes  against 
conventional  wisdom.   In  responding  to  questions  asked  by  this  Committee,  the 
Administration  has  stated  that  tariff  reductions  will  be  made  available  to  countries  that, 
although  not  GATT  members,  do  receive  Most  Favorable  Nation  treatment  under  United 
States  law. 

It  is  our  opinion  that  this  does  not  have  to  be  the  case.   The  ability  of  countries  to  hitch  free 
rides  on  trade  agreements  should  be  stopped  with  this  legislation.    It  should  be  possible  to 
change  the  definition  of  Most  Favored  Nation  treatment  in  U.S.  law  to  exclude  trade 
concessions  granted  as  a  result  of  the  Uruguay  Round.    If  a  country  desires  the  favorable 
boiefits  of  the  Uruguay  Round,  they  should  be  forced  to  comply  with  its  provisions. 

6.  Export  assistance  authorities  should  be  tailored  to  be  GATT-  consistent. 

Under  the  GATT  1994  agreement,  the  U.S.  will  have  to  reduce  its  expenditures  on  direct 
export  subsidies.   However,  the  GATT  1994  identifies  several  types  of  international  market 
development  activities  that  are  not  subject  to  GATT  disciplines. 

Agricultural  trade  programs  should  be  modified  as  necessary  to  strengthen  these  so-called 
"green  box"  programs.    Monies  not  spent  on  direct  export  subsidization  because  of  the 
GATT,  should  be  channeled  into  the  "green-box"  programs  in  order  to  enable  U.S. 
agriculture  to  continue  to  meet  subsidized  competition  in  the  world  market.   Market 
development  programs  such  as  the  Market  Promotion  Program  and  the  Foreign  Market 
Development  should  be  strengthened  to  meet  tomorrow's  competition.   Export  credit  and  aid 
programs  should  be  maintained  and  refined  to  better  adapt  to  a  more  competitive 
marketplace. 

Mr.  Chairman,  the  United  States  cannot  afford  to  mistake  a  change  of  weapons  by  our 
competition  as  a  peace  treaty.     We  cannot  unilaterally  disarm— although  we  have  started 
already.  In  the  1995  budget  proposal,  it  was  proposol  that  the  Cottonseed  Export  Assistance 
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Program  be  eliminated  entirely.    The  National  Cotton  Council  is  opposed  to  the  weakening 
of  our  ability  to  compete  internationally.    Our  competitors  are  not  cutting  their  assistance 
programs  unless  it  is  absolutely  required.    All  export  assistance  authorities  should  be 
maintained  to  the  maximum  extent  allowed  by  the  GATT. 

7.  Only  countries  that  agree  to  adhere  fully  to  the  provisions  of  GATT  1994  and 
which  have  significantly  open  and  free  markets  should  be  allowed  to  accede  to  the 
GATT. 

We  watch  with  a  hopeful  eye  the  continuing  negotiations  between  the  U.S.  and  India  and 
Pakistan— countries  that  insist  on  wide  open  access  to  U.S.  textile  markets,  but  do  not  allow 
any  U.S.  competition  in  their  own  markets.    And  we  monitor  carefully  the  ongoing  accession 
efforts  of  non-market  economies.   They  want  in  on  the  GATT  ballgame,  but  they  do  not 
want  to  change  their  economic  structures  to  do  so.    GATT  membership  should  go  hand  in 
hand  with  free  market  principles.   We  would  oppose  GATT  membership  for  the  People's 
Republic  of  China  and  other  non-market  economies  until  there  are  real  economic  reforms  and 
until  their  markets  are  truly  open  to  fair  competition  and  any  government  programs  are 
transparent. 

Although  U.S.  officials  who  have  conducted  the  GATT  negotiations  have  repeatedly  assured 
the  cotton  industry  that  China  must  make  significant  concessions  in  order  to  join  the  GATT, 
their  recent  response  to  questions  posed  by  this  Committee  seem  to  imply  otherwise.   For  the 
first  time,  the  Administration  has  taken  the  position  that  the  People's  Republic  of  China  was 
a  full  participant  in  the  Uruguay  Round! 

If  non-market  economies  such  as  the  People's  Republic  of  China  are  allowed  to  claim 
membership  to  the  GATT  without  making  significant  strides  in  privatizing  their  economies 
and  in  opening  their  markets,  the  GATT  and  our  negotiators  will  suffer  a  significant  loss  of 
credibility  within  the  U.S.  cotton  industry.   GATT  will  have  no  meaning  if  market 
disciplines  are  not  joined  to  trade  benefits.   GATT  would  become  a  hollow  institution. 

There  is  no  bigger  competitor  to  the  U.S.  textile  industry  than  China.    China  has 
demonstrated  repeatedly  that  it  will  not  necessarily  adhere  to  its  trade  agreements  (it  has 
repeatedly  attempted  to  circumvent  textile  quotas).   Prices  are  "set"  by  the  government. 
Free  buying  and  selling  is  not  the  rule  in  such  an  economy.   But  a  firee  market  must  be  the 
rule  if  a  country  is  to  fit  in  the  GATT  structure  and  not  be  in  a  position  to  take  advantage  of 
those  open  economies  that  are  full  GATT  participants. 

8.  The  cost  of  GATT  implementing  legislation  should  not  be  borne  inequitably  by 
U.S.  agriculture. 

Reports  of  $.5  billion  in  agricultural  program  cuts  to  pay  for  GATT  threaten  to  transform  this 
debate  from  one  concerning  freer  trade,  to  one  against  reductions  in  agricultural  programs.  I 
began  my  remarks  by  stating  that  with  an  effective  domestic  cotton  program,  our  industry 
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may  be  able  to  compete  in  the  liberalized  GATT  environment.    I  should  not  have  to  state  the 
obvious-that  $5  billion  in  additional  spending  cuts  imposed  on  agriculture  could  undermine 
our  program's  effectiveness  and  damage  our  ability  to  compete. 

Such  a  price  tag  could  well  make  the  GATT  too  expensive  for  U.S.  agriculture.   This  is 
particularly  the  case  when  one  realizes  that  lost  tariff  revenues  attributed  to  agricultural 
goods  only  amounts  to  around  $800  million.  There  is  no  rhyme  or  reason  for  shifting  this 
cost  to  the  U.S.  agricultural  community.   Its  impact  would  be  significant. 

This  concludes  my  testimony.   I  would  like  to  thank  the  members  of  this  Committee  for 
allowing  the  National  Cotton  Council  to  express  its  views. 
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Mr.  Chairman,  my  name  is  Dalton  Yancey  and  I  am  the  Washington 
Representative  of  the  Florida  Sugar  Cane  League  as  well  as  the  Rio 
Grande  Valley  Sugar  Growers  in  Texas. 

I  am  also  a  member  of  the  Agricultural  Policy  Advisory  Committee 
which  was  mandated  by  Congress  to  consult  and  advise  U.S.  trade 
negotiators  in  international  trade,  and  it  is  in  this  capacity  that 
I  appear  before  you  today.  I  am  pleased  to  advise  the  Committee, 
my  testimony  today  has  been  endorsed  by  all  segments  of  the 
domestic  sugar  producing  industry,  including  my  colleagues  in  the 
sugarbeet  industry. 

I  would  like  to  recall  for  the  Committee  that,  back  nearly  eight 
years  ago  when  the  Uruguay  Round  of  talks  was  just  getting  started, 
then-President  Ronald  Reagan  announced  it  was  the  goal  of  his 
Administration  to  negotiate  a  100  percent  reduction  in  all  tariff 
and  non-tariff  barriers  in  international  trade  of  agricultural 
commodities  on  a  global  basis.  U.S.  sugar  producers  were  the  first 
domestic  commodity  group  to  endorse  this  proposal.  We  did  so 
because  we  knew  our  costs  of  production  were  (and  are)  below  the 
world  average.  Independent  economic  analysts  estimate  the  world 
average  price  of  producing  sugar  is  about  22  cents  per  pound,  raw 
value.  That  world  average  is  well  above  our  18  cent  per  pound 
loan  program. 

Internal  Supports:  The  Reagan  Administration's  lOO  percent 
reduction  proposal,  of  course,  didn't  last  long  once  negotiations 
got  started.  As  these  percentage  reductions  for  internal  supports, 
for  instance,  were  ratcheted  downward,  we  became  concerned. 
Percentage  reductions  for  the  European  Union,  for  instance,  where 
sugar  price  supports  are  considerably  higher  than  they  are  in  the 
U.S.,  would  simply  exacerbate  an  already  uneven  playing  field. 
This  was  partially  resolved  by  the  adoption  of  the  so-called 
"aggregate  measure  of  support"  mechanism,  since  it  was  determined 
the  broad  range  of  commodity  program  reductions  in  the  1985  and 
1990  farm  bills  more  than  satisfies  the  GATT-agreed  upon  20  percent 
reduction  in  internal  support  levels  from  the  1986-88  base  period. 

I  should  like  to  point  out,  Mr.  Chairman,  domestic  sugar  producers 
contributed  to  this  support  level  reduction  through  the  sugar 
marketing  assessment  provision  of  the  1990  Budget  Reconciliation 
bill,  which  was  boosted  by  another  ten  percent  in  budget 
reconciliation  legislation  last  year.  This  reduction  in  sugar 
supports  to  the  best  of  our  knowledge  has  not  been  included  in  the 
aggregate  measure  of  support  determination. 
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Export  Subsidies:  This  country,  of  course,  is  a  net-importer  of 
sugar.  As  a  result  we  are  not  directly  impacted  by  the  GATT 
provision  requiring  a  21  percent  quantity  reduction  and  a  36 
percent  budget  outlay  reduction  in  export  subsidies  over  the  next 
six  years  -  compared  to  a  1986-90  base  period.  It  should  be  noted, 
however,  this  mandate  will  have  little  if  any  impact  on  the 
European  Union's  ability  to  continue  to  dump  a  huge  amount  of 
subsidized  sugar  on  the  world  market.  Analysts  agree  prices  are 
likely  to  remain  depressed  for  a  good  many  years  to  come  —  in 
large  measure  due  to  the  failure  of  the  Uruguay  Round  Agreement  to 
impose  real  disciplines  in  a  thinly  traded  dump  market  in  which 
these  export  subsidies,  unfortunately,  will  continue  to  distort  the 
actual  price  of  sugar  in  the  world.  We  strongly  believe,  insofar 
as  sugar  is  concerned,  greater  emphasis  should  be  put  on  the 
multilateral  elimination  of  export  subsidies  as  a  means  of  forcing 
countries  to  make  unilateral  adjustments  in  their  domestic  programs 
and,  thus  strengthening  world  sugar  prices. 

Market  Access;  While  other  commodities  and  other  countries  were 
settling  on  three  percent  of  consumption  and  growing  to  five 
percent,  this  country's  sugar  producers  agreed  to  U.S.  negotiators' 
"binding"  (i.e.  guaranteeing)  foreign  access  to  our  sugar  market  at 
a  minimum  of  some  1.256  million  short  tons  per  year  for  the  next 
six  years.  That's  nearly  14  percent  of  current  consumption  in  this 
country  and  only  slightly  more  than  the  amount  of  sugar  our 
industry,  this  Committee  and  the  Congress  agreed  would  be  an 
appropriate  level  of  access  for  our  trading  partners  when  the  1990 
farm  bill  was  written.  In  those  years  when  sugar  import 
requirements  are  deemed  to  be  below  this  one-and-a-quarter  million 
ton  guarantee,  domestic  producers  will  bear  the  burden  of  storing 
our  own  crop.  In  this  way,  we  accommodate  our  trading  partners, 
particularly  Caribbean  and  Latin  American  countries  where  sugar 
exports  are  critical  to  their  national  economies.  In  making  this 
accommodation,  both  in  the  GATT  and  in  sugar  program  legislation, 
we  have  potentially  become  residual  suppliers  to  our  own  sugar 
market. 

At  the  same  time,  our  second  tier  tariff  -  that  is  the  tariff  on 
sugar  over  and  above  the  tariff  rate  quota  -  will  be  reduced  by  15 
percent  -  from  17  cents  per  pound  to  less  than  14.5  cents  by  the 
year  2001. 

When  domestic  sugar  producers  agreed  to  "bind"  the  minimum  access 
level  for  foreign  sugar  entering  the  U.S.,  we  were  assured  by 
Administration  officials  sugar  from  Mexico  would  count  against  the 
1.256  million  short  ton  commitment  and,  further,  that  this 
provision  would  apply  to  other  countries  that  may  be  included  in  an 
expanded  NAFTA  or  subsequent  bilateral  trade  agreement.  Now,  there 
seems  to  be  some  confusion  in  this  regard  and  we  are  anxious  to 
review  the  GATT  implementing  legislation  to  make  sure  there  is  no 
misunderstanding.  Should  changes  be  needed  to  help  the 
Administration  keep  its  promise,  we  respectfully  request,  Mr. 
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Chairman,  you  will  allow  us  to  be  heard  on  the  matter  at  the 
appropriate  time. 

Problems  with  Canada;  In  the  wake  of  what  we  all  thought  was  the 
final  Uruguay  Round  agreement  made  in  Geneva  last  December, 
problems  have  developed  with  our  Canadian  neighbors  involving 
wheat,  peanuts,  dairy,  poultry  and  eggs,  as  well  as  sugar  and 
sugar-containing  products.  I'm  sure  every  Member  of  this  Committee 
is  keenly  aware  of  this  on-going  dispute. 

Insofar  as  sugar  is  concerned,  the  problem  dates  back  to  the 
Canada-US  Free  Trade  Agreement  and  a  so-called  "gentlemen's 
agreement"  that  apparently  never  existed  -  at  least,  not  in  the 
minds  of  our  neighbors  to  the  North.  Their  fair  share  of  sugar 
exports  to  this  country,  based  on  the  historic  shipping  pattern 
formula  that  governs  our  quota  program  for  all  other  trading 
partners,  would  have  been  less  than  14,000  short  tons  last  year. 
The  Canadians  shipped  more  than  3  5,000  tons  to  the  US  in  1993. 
Their  exports  of  flavored  sugar,  tea  mixes,  gelatins  and  other 
highly  sugared  foods  exceeded  135,000  tons  in  1993  -  more  than  10 
times  the  total  shipments  just  three  years  ago.  USDA  analysts 
report  that  actual  amounts  of  imports  range  from  300,000  to  400,000 
tons.  This  is  so  because  US  Customs  does  not  record  all  imports 
of  sugar-containing  products  from  Canada.  We  have  carefully 
monitored  the  good  faith  efforts  of  our  trade  negotiators  to  bring 
some  semblance  of  order  and  restraint  to  this  situation,  Mr. 
Chairman,  because  it  is  seriously  threatening  the  Department  of 
Agriculture's  ability  to  administer  our  domestic  sugar  program  -  as 
the  Congress  has  mandated  -  at  no  cost  to  the  US  Treasury. 

These  negotiations  have  continued  here,  in  Toronto  and  last  week  in 
Marrakesh,  but  to  no  avail.  We  are,  therefore,  requesting  this 
Committee  support  our  request  that,  for  sugar  and  sugar-containing 
products,  the  Administration  simply  stick  with  the  provisions  of 
the  country  list  tabled  at  the  GATT  in  Geneva  last  December. 

In  conclusion.  Mr.  Chairman,  other  than  the  reservations  mentioned 
above,  the  Uruguay  Round  Agreement  poses  no  particular  problem  for 
U.S.  sugar  producers.  Unfortunately,  however,  the  agreement  will 
also  not  have  much  effect  on  the  world  sugar  market.  Sixty  percent 
of  the  world's  sugar  is  produced  in  developing  countries  whose 
"special  and  differential"  treatment  shields  them  from  any 
significant  reform  of  their  sugar  programs.  In  addition,  countries 
that  are  not  GATT  members,  and  therefore  not  subject  to  Uruguay 
Round  disciplines,  account  for  about  40  percent  of  world  sugar 
imports.  And,  as  we  mentioned  earlier,  the  Uruguay  Round  will  make 
very  little  progress  against  subsidized  exports  of  sugar. 

As  a  result,  this  country  will  still  have  to  operate  a  program  to 
insulate  producers  as  well  as  consumers  from  the  vagaries  of  supply 
and  volatility  of  prices  that  characterize  the  world  "dump"  sugar 
market. 
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And,  although  the  sugar  program  remains  "cost  free"  to  U.S. 
taxpayers,  we  wish  to  be  associated  with  testimony  of  our  fellow 
agricultural  commodity  producers  in  expressing  concern  that  farm 
and  related  programs  may  be  called  upon  to  bear  an  inordinate  share 
of  the  burden  when  it  comes  to  offsetting  the  on-budget  cost  of 
GATT  implementation  to  the  U.S.  Treasury. 

Finally,  we  wish  to  express  our  sincere  appreciation  to  USDA 
Secretary  Mike  Espy,  U.S.  Trade  Representative  Mickey  Kantor  and 
their  senior  staff  members  for  keeping  us  fully  informed  as  these 
negotiations  progressed,  for  consulting  with  us  when  it  was 
appropriate  and  generally  making  us  feel  we  were  a  part  of  the 
entire  process. 

The  Members  of  this  Committee  and,  particularly  you,  Mr.  Chairman, 
have  had  a  "hands-on"  role  throughout  these  negotiations.  We  found 
great  comfort  in  the  knowledge  you  were  having  regular  and  frequent 
consultations  with  the  top-level  trade  policy  makers  within  the 
Administration  throughout  the  process.  And,  we  were  particularly 
cheered  when  you  and  a  number  of  the  Members  of  this  Committee  made 
the  effort  to  be  present  during  the  critical,  final  stages  of  the 
negotiations.  What's  good  about  the  GATT  for  U.S.  agriculture  is 
a  credit  to  you,  and  we  are  grateful. 
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Kay  Zeosky,  Chairman 

Trade  Committee 

Women  Involved  In  Farm  Economics 


Testimony  Before 

The  House  Committee  on  Agriculture 

1301  Longworth  House  Office  Building 

U.S.  House  of  Representatives 

Washington,  D.C.   20515 

April  20,  1994 

Mr.  Chairman,  my  husband  and  his  forebears  have  been 
American  dairy  farmers  for  three  generations  and  were  dairy 
farmers  in  Poland  even  before  that.  And  for  the  past  40  years, 
I've  been  glad  to  join  the  Zeosky  family  tradition. 

As  most  American  dairy  farmers,  we  work  extremely  long 
hours,  and  at  least  one  member  of  the  family  has  to  be  on  hand 
seven  days  a  week,  365  days  a  year.   Farm  life  is  a  good  life  and 
we're  glad  to  have  had  an  opportunity  to  raise  our  family  in  a 
rural  atmosphere.   Yet  the  financial  rewards  are  extremely  small 
for  the  amount  of  dedication  and  hard  work  that  is  required, 
especially  when  our  lives  are  complicated  by  persistent  changes 
in  government  regulations. 

Dairy  farmers  are  now  faced  with  an  entirely  new  set  of 
government- imposed  problems  in  the  form  of  a  GATT  (General 
Agreement  on  Tariffs  and  Trade)  treaty  that  was  negotiated  by 
United  States  trade  officials  who  are  ignorant  about  life  on  a 
dairy  farm  and  ignore  the  intricacies  of  the  dairy  market. 

The  trade  rules  and  regulations  negotiated  in  Geneva,  should 
they  be  approved  by  the  Congress,  will  have  a  profound  effect  on 
our  livelihood  for  years  to  come.   And  under  the  fast  track 
procedure,  there  is  very  little  time  for  farmers  to  really 
understand  just  what  this  treaty  means  for  their  future.   We  in 
WIFE  (Women  Involved  In  Farm  Economics),  with  the  help  of  friends 
in  the  government,  have  been  investigating  the  dairy  provision  of 
GATT.  Our  investigation  has  uncovered  some  disturbing  facts. 

As  you  know,  prices  to  farmers  under  the  current  milk 
pricing  system  are  based  largely  on  the  use  of  milk  for  cheese, 
butter,  and  milk  powder.   Thus,  any  disruption  in  the  domestic 
cheese  and  other  dairy  markets  would  have  a  very  direct  impact  on 
milk  prices  paid  to  farmers. 

Our  analysis  indicates  that  cheese  import  quotas  alone  will 
increase  by  31,000  metric  tons  --  that  is  over  68  million  pounds 
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--  as  a  result  of  approval  of  the  Uruguay  Round  Agreement  on 
GATT.   Further,  this  28  percent  increase  in  the  cheese  import 
quota  will  be  accompanied  by  non-cheese  imports  increases 
totaling  as  much  as  6,100  metric  tons  of  butteroil  and  7,000 
metric  tons  of  butter. 

Economic  analysis  provided  by  dairy  industry  experts  and 
government  sources  suggests  that  a  conservative  estimate  of  the 
impact  of  the  new  GATT  agreement  on  dairy  farm  income  would  be  a 
decrease  of  55  cents  per  hundredweight.   In  addition,  4.1  billion 
pounds  of  additional  imports  and  lost  exports  will  weigh  heavily 
upon  the  U.S.  dairy  industry. 

This  huge  new  access  for  imports  will  be  particularly 
damaging  to  most  dairy  farmers  --  like  my  husband  and  me  —  who 
depend  on  the  manufacturing  milk  market  for  the  majority  of  their 
income.   Given  our  national  dairy  supply/demand  situation,  these 
new  GATT  imports  will  displace  domestic  milk,  driving  up  the 
costs  of  the  federal  government  dairy  program  for  both  taxpayers 
and  milk  producers. 

We  have  been  told  by  government  officials  that  our  foreign 
competitors,  many  of  which  are  controlled  by  foreign  government 
or  quasi-foreign  government  entities,  will  also  have  the  right  to 
select  their  own  "preferred  importers"  which  means  that  a  country 
can  select  one  U.S.  importer  for  all  their  cheese.   To  understand 
the  true  importance  of  this  concession  to  foreign  dairy 
interests,  you  must  keep  in  mind  that  very  often  the  so-called 
"preferred  importer"  is  nothing  more  than  a  thinly-veiled 
subsidiary  of  the  foreign  government  or  a  government-controlled 
exporter  or  manufacturer. 

In  addition,  we  were  told  that  significant  new  non-cheese 
dairy  quotas  will  not  be  country-specific  and  may  be  granted  each 
year  on  a  "first-come,  first-served  basis".   This  means  that  for 
an  importer  to  be  assured  of  entering  at  least  a  portion  of  the 
quota,  he  must  have  the  cheese,  butter,  milk  powder  or  other 
goods  warehoused  in  the  U.S.  and  make  the  customs  entry  on  the 
first  business  day  of  the  year. 

If  these  assertions  are  correct  --  and  we  are  almost  certain 
that  they  are  --  it  is  conceivable  that  the  U.S.  dairy  industry 
could  be  faced  with  imports  of  6,100  metric  tons  of  butteroil  and 
7,000  metric  tons  of  butter  arriving  in  the  U.S.  marketplace  each 
year  on  January  2nd,  the  first  business  day  of  the  year.   Should 
such  a  scenario  occur,  these  concentrated  imports  could  severely 
depress  our  domestic  markets. 

If  the  GATT  is  implemented  in  the  manner  described  above  -- 
and  I  believe  it  will  be  —  there  is  an  opportunity  for  ruthless 
foreign  competitors  to  very  adversely  affect  our  domestic 
industry.   In  particular  I  am  referring  to  the  New  Zealand  Dairy 
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Board  ("NZD")  and  its  monopolistic  practices. 

Contrary  to  the  assertions  made  in  the  disturbing  new 
General  Accounting  Office  ("GAO")  report.  Dairy  Industry: 
Potential  for  and  Barriers  to  Market  Development  (GAO/RCED-94- 
19) ,  New  Zealand  does  business  in  an  anti-competitive  and  anti- 
free  trade  manner.   In  its  report,  the  GAO  holds  New  Zealand  up 
as  a  model  for  the  U.S.  to  imitate  because  it  has  developed 
"extensive  international  marketing  expertise". 

Stated  in  simple  farm  language,  this  so-called  extensive 
international  marketing  expertise  is  nothing  more  than  the  use  of 
monopolistic  market  practices.   Please  note  that  this  is  not  just 
the  opinion  of  one  dairy  farm  wife  from  New  York.   The  USDA 
Foreign  Agriculture  Service,  in  its  March  1994  publication. 
Dairy:   World  Markets  and  Trade  confirms  my  assertions. 

The  USDA  report  states  that  the  NZDB,  as  a  "...statutory 
export  monopoly  has  the  advantage  of  sole  sourcing  (and  pricing) 
rights  for  New  Zealand  dairy  products  destined  for  export 
markets."   The  USDA  report  also  affirms  that,  "While  the 
Uruguay/GATT  round  by-passed  the  issue  of  marketing  boards  and 
State  trading  companies,  the  NZDB  remains  an  unreformed  and  anti- 
competitive entity." 

New  Zealand  will  be  the  major  beneficiary  of  the  massive  new 
access  under  GATT.   New  Zealand  and  its  captive  subsidiaries, 
such  as  the  one  in  California,  will  be  able,  through  predatory 
marketing  policies,  to  influence  dairy  prices  in  the  U.S.  to  the 
detriment  of  the  entire  domestic  industry. 

New  Zealand  already  holds  a  significant  amount  of  import 
licenses  for  cheese  for  processing.   New  Zealand  has  become 
notorious  in  the  dairy  industry  for  its  hard-ball  tactics  and 
unfair  methods  of  competition.  New  Zealand  richly  deserves  the 
title  of  an  "unreformed  and  non-competitive  entity"  because 

(1)  It  has  enacted  legislation  described  by  the 
USDA  as  a  statutory  monopoly  with  the  advantage 
of  sole  sourcing  (and  pricing)  rights  over  New 
Zealand  dairy  products  destined  for  export 
markets. 

(2)  It  controls  all  New  Zealand  dairy  products 
imported  into  the  U.S.  through  its  alter  ego. 
Western  Dairy  Products.   Western,  being  the 
preferred  importer,  imports  over  6,000  metric 
tons  of  cheese  in  its  own  name  and  distributes 
the  total  of  all  New  Zealand  cheese  quotas. 

(3)  GATT  gives  New  Zealand/Western  an  additional 
5,100  metric  tons  of  cheese  for  processing. 
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How  would  you  like  to  be  required  to  rely  on  your  principal 
and  dominant  competitor  for  your  supply  of  products,  the  date  of 
delivery  and  the  price?  As  a  result  of  its  coercive  power  over 
US  licensees  it  sells  its  cheese  to  the  US  market  at  prices 
substantially  in  excess  of  its  prices  to  other  markets. 

It  is  believed  that  New  Zealand,  while  making  millions  in 
the  US  market,  pays  little  or  no  US  income  tax  on  its  profits 
here  by  setting  the  fob  price  at  artificially  high  prices  to  keep 
the  profits  in  New  Zealand.   That's  why  they  insist  on  channeling 
all  imports  first  through  Western  Dairy  and  then  to  the  US 
importer  or  user.   President  Clinton  campaigned  on  a  promise  to 
make  foreign  companies  pay  their  own  fair  share  of  any  taxes  for 
business  they  do  in  the  U.S.  and  this  would  be  a  good  place  to 
start. 

New  Zealand  can  significantly  increase  their  shipment  of 
dairy  products  to  the  U.S.  The  U.S.  Embassy  in  New  Zealand  has 
predicted  that  New  Zealand  production  will  be  up  9  percent  over 
last  year  with  very  little  increase  in  its  domestic  consumption. 
New  Zealand  production  has  been  increasing  at  a  rate  of  9  -  10 
percent  for  several  years.   New  farmers  have  opened  up  new  areas 
to  dairy  farming  in  New  Zealand. 

I  would  hope  that  this  Committee  will  lead  the  way  in 
blowing  the  whistle  on  these  "robber  baron"  tactics.   It  should 
act  to  block  the  additional  grant  of  quota  tonnage  to  New  Zealand 
and  refer  the  antitrust  and  tax  issues  to  the  Department  of 
Justice  and  the  Internal  Revenue  Service. 

It  seems  odd  that  a  new  Zealand  model  should  be  applauded  at 
a  time  when  USDA  Secretary  Mike  Espy  is  engaging  the  Canadian 
government  in  negotiations  with  the  express  purpose  of  altering 
the  way  Canada's  agricultural  products  are  imported  into  the  U.S. 

The  GAO,  by  citing  New  Zealand's  dairy  policy  as  model  to  be 
emulated,  shows  its  lack  of  understanding  of  the  true  scope  of 
the  NZDB's  operations,  and  in  turn,  insults  American  dairy 
farmers  and  processors.   The  new  GATT  access  levels  and  the 
predatory  practices  which  have  come  to  characterize  NZDB 
operations  will  be  devastating  to  domestic  milk  producers  who  are 
already  under  great  financial  stress. 

Given  all  of  the  above,  I  have  a  series  of  questions  which  I 
would  like  to  pose  to  the  Office  of  the  U.S.  Trade 
Representative,  which  we  dairy  farmers  have  come  to  call 
"President  Clinton's  GATT  Give-away  Gang." 

(1)   Why  does  our  government  want  to  destroy  a  vital 
U.S.  food-producing  industry  which  provides  essential, 
wholesome  products  to  countless  families  every  day  of 
the  year? 
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(2)  What  government  training  program  will  be  created, 
costing  U.S.  taxpayers  billions  of  dollars,  to  retain 
displaced  U.S.  farmers  and  their  families? 

(3)  What  alternatives  will  be  available  to  these 
farmers  who  do  not  wish  to  leave  the  land  upon  their 
families  have  toiled  for  generations? 

(4)  And  what  is  the  true  cost  of  marginally-cheaper 
milk  for  city  dwellers? 

Well,  in  case  anyone  ever  had  any  doubts,  America's  farmers 
were  its  first  and  most  dedicated  environmentalists,  the  true 
stewards  of  the  soil.   Would  you  rather  trust  our  farmland  to 
farmers  who  depend  upon  it  for  their  livelihood  --  or  to  land 
developers?   If  farmers  are  forced  off  the  land,  much  of  it  will 
wind  up  as  barren  as  what  used  to  be  the  Brazilian  rain  forests. 

Would  it  not  be  wise  to  keep  farmers  doing  what  they  do  best 
--  producing  food  and  fiber  and  paying  their  taxes  --  rather  than 
joining  the  welfare  line?  Our  trade  negotiators  —  the  Clinton 
GATT  Give-away  Gang  —  may  be  FOB's  (Friends  of  Bill's)  but  I 
don't  think  they're  Friends  of  American  Agriculture. 

In  closing,  I  respectfully  request  that  this  Committee  act 
upon  the  following  proposals: 

I.  Stop  the  auctioning  of  cheese  licenses. 

II.  Licenses  for  additional  imported  cheese  access, 
negotiated  under  GATT,  should  be  distributed  as 
follows : 

(a)  one-third  to  historical  importers, 

(b)  one-third  to  preferred  importers, 

(c)  one-third  to  new  entrants  to  the 
market, 

(d)  for  countries  where  there  are  no 
historical  importers,  the  licenses 
should  be  split  one-third  to  preferred 
importers  and  two-thirds  to  new  entrants, 
and 

(e)  all  countries  have  the  right  not  to 
select  a  preferred  importer. 

III.  New  import  regulations  to  protect  historical  licensees 
from  discrimination  should  be  enacted  (see  attached 
draft  of  proposed  regulations) . 

IV.  Due  to  increased  access  negotiated  under  GATT  and 
tariff ication,  all  cheese  should  be  deemed  import 
sensitive  and  not  subject  to  GSP  treatment.   This 
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should  particularly  be  true  for  Goya  cheese. 

V.   Review  the  variety  breakdown  of  the  31,000  metric 
tons  of  additional  cheese  access  and  change  those 
varieties  which  will  have  a  negative  impact  on  the 
U.S.  market  and  on  dairy  farmer  income. 

Mr.  Chairman,  thank  you  for  the  opportunity  to  present  my 
concerns  and  recommendations  to  you. 


(FT) 
(Attachments  follow:) 


V  GAO/ReEir-94^iaif :; 
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L'nlted  States 

General  Accounting  Office 

Washington.  DC.  20548 


Resources.  Community,  and 
Economic  Development  Division 

B-2.52971 

December  21.  1993 

Congressional  Requesters 

This  report  responds  to  your  request  that  we  ( 1)  compare  and  contrast  the  U.S.  dairy  industry's 
export  activities  with  those  of  other  mjuor  milk-producing  nations,  (2)  examine  opportunities  to 
develop  and  expand  dairy  markets,  and  (3)  identify  potential  obstacles  that  the  U.S.  dairy 
industry  faces  in  expanding  markets.  This  report  contains  matters  for  congressional 
consideration  for  changing  federal  policies  that  would  increase  marketing  incentives. 


As  arranged  with  your  offices,  unless  you  publicly  announce  its  contents  earlier,  we  plan  no 
further  distribution  of  this  report  until  7  days  after  the  date  of  this  letter.  At  that  time,  we  will 
send  copies  to  the  appropriate  House  and  Senate  Committees  and  Subcommittees;  interested 
Members  of  Congress;  the  Secretary  of  Agriculture;  the  Director,  Office  of  Management  and 
Budget;  and  other  interested  parties.  We  will  make  copies  available  to  others  on  request 

This  work  was  performed  under  the  direction  of  John  W.  Harman,  Director,  Food  and 
Agriculture  Issues,  who  can  be  reached  at  (202)  512-5138  if  you  or  your  staffs  have  any 
questions.  M^or  contributors  to  this  report  are  listed  in  fqspendix  IV. 


J.  Dexter  Peach 

Assistant  Comptroller  General 
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Executive  Summary 


/ 


Plimnsp  Since  1981,  the  Congress  has  taken  a  number  of  actions  that  make  the 

^  dairy  mdustry  less  dependent  on  federal  fiiiancial  support.  As  a  result,  the 

government's  costs  of  purchases  under  the  U.S.  dairy  program  have  been 
reduced  from  a  high  of  about  $2.7  billion  in  fiscal  year  1983  to  about 
$•395  million  in  fiscal  year  1992.  In  addition,  the  outcomes  of  international 
trade  agreements  may  create  pressures  to  promote  freer  trade,  causing  the 
dairy  industry  to  be  more  respor\sive  to  market  forces.  In  light  of  this 
changing  environment,  the  House  Committee  on  Agriculture  and  its 
Subcommittee  on  Livestock — both  of  which  are  interested  in  ensuring  the 
long-term  viability  of  the  dairy  industry — requested  that  gag  (1)  compare 
and  contrast  the  U.S.  dairy  industry's  export  activities  with  those  of  other 
mjyor  milk-producing  nations,  (2)  examine  opportunities  to  develop  and 
expand  markets,  and  (3)  identify  potential  obstacles  the  industry  faces  in 
expanding  markets. 


Rarlfffroiinrl  Federal  involvement  in  the  dairy  industry  began  in  reaction  to  unstable 

^  domestic  market  conditions  and  low  milk  prices  during  the  Great 

Depression.  The  objectives  of  federal  dairy  policies  are  to  support  farmers' 
prices  and  ensure  an  adequate  supply  of  milk  and  dairy  products.  The 
mjyor  program  directed  at  achieving  these  objectives  is  the  federal  price 
support  program.  Under  this  program,  the  Department  of  Agriculture 
(LSD.\)  stands  ready  to  buy,  at  designated  prices,  bulk  cheese,  butter,  and 
nonfat  dry  milk  that  are  offered  to  it  for  sale.  Federal  ouUays  for  these 
purchases  depend  on  the  extent  to  which  milk  production  exceeds 
commercial  purchases.  Generally,  high  support  prices  lead  to  high  milk 
production,  which  leads  to  surpluses  and  more  government  purchases, 
assuming  a  relatively  stable  commercial  demand  for  dairy  products. 

Another  outlet  for  excess  domestic  production  is  export  markets,  usda  has 
a  number  of  programs  and  activities  that  can  assist  the  industry  in 
developing  export  markets.  For  example,  the  subsidized  Dairy  Export 
Incentive  Program  (deip)  was  established,  in  part,  to  help  U.S.  dairy 
fanners,  processors,  manufacturers,  and  exporters  gain  access  to  foreign 
markets,  especially  those  in  which  US  products  are  competing  with 
subsidized  dairy  products  from  the  European  Community  (EC),  deip,  which 
cost  about  $140  million  in  calendar  year  1992,  focuses  primarily  on  bulk 
sales  of  cheese,  butter,  and  dry  milk.  L  sda's  Foreign  Agricultural  Service, 
which  is  responsible  for  facilitating  agricultural  trade,  including  dairy 
products,  has  several  methods  and  programs  that  are  available  to  help 
industry  initiatives  to  expand  the  U.S.  presence  in  global  markets,  lsda's 
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Executive  Summary 


market  development  resources  include  a  network  of  overseas  agricultural 
attaches  and  trade  offices. 


t?  U     ■      R   ■    f  The  dairy  industry  is  not  taking  full  advantage  of  what  could  be  an 

KeSUltS  m  Dnel  expanding  international  market  for  dairy  products.  Although  the  United 

States  IS  the  world's  third  largest  producer  of  milk,  it  plays  a  relatively 
small  role  m  most  foreign  dairy  export  markets,  exporting  only  about 
1  million  out  of  68  million  milk-equivalent'  metric  tons  of  the  annual 
domestic  milk  output. 

%?1Egmparison«Jfe\t2e^aoA!^^iiP^5|°^^y^55»^^  ^  '^ 

DsnA,'export§jj^ry  pr6ducts^ua^»g't^|n^srjTOnMireut  of  about 
8  million  milk-equivalent  meoic  tons  of  aiinaal  milk  production.  In 
contrast  the  EC  exDorl5.about  7  million  milk-equivalent  metric  tons  out  of 
an  annual  prt>duction  of  114  mflhon  metrw;  J<wtsJ)-UtdLt-nas  relied  upon 
export  subsidies  as  am^r  tool  for  penetrating  world  markets  for  bulk 
commodities. 


According  to  industry  market  research  studies,  the  U.S.  dairy  industry  has 
opportunities  to  develop  and  expand  markets.  Exports  to  Mexico  and 
Pacific  Rim  countnes  appear  to  offer  the  greatest  potential  for  new  market 
development  and  expansion  because  of  the  growmg  economies,  current 
low  dairy  consumpDon  levels,  and  changing  diets  and  eating  habits. 
Although  these  studies  mdicate  some  opportunity  for  expanding  the 
domestic  market  for  high-value  dairy  products,  the  domestic  market  is 
generally  a  mature  market  and  offers  only  modest  potential  for  expansion. 

Industry  leaders  assert  that  two  major  mterrelated  factors  have  impeded 
the  industry's  ability  to  more  effectively  expand  and  compete  m  global 
markets.  First,  federal  dairy  policies,  particularly  the  price  support 
program,  encourage  the  production  of  dairy  products  that  do  not  always 
meet  customers'  requirements,  and  often  the  result  is  that  U.S.  market 
prices  exceed  world  pnces.'  For  example,  the  1992  U.S.  market  price  for 
cheese  was  $1.19  per  pound,  while  the  world  price  was  $0.81  per  pound. 
Second,  these  leaders  believe  the  U.S.  dairy  industry  has  placed  more 


'•Milk  cquivalenu'  as  used  in  this  report,  o  the  anwura  of  mUk  used  in  making  vanous  dairy  producu 
and  IS  measured  in  terms  of  Uie  total  solids  in  milk. 

-The  »  orld  pnce  for  dairy  produos  represents  a  simple  average  of  the  reported  range  of  prices  ftom 
mayor  exporting  countries. 
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emphasis  on  production  than  on  marketing  and  has  not  developed  a 
marketing  mind-set  that  focuses  on  global  consumers'  preferences. 
Instead,  it  has  adapted  to  the  existing  federal  support  environment, 
including  import  restrictions,  and  emphasized  domestic  commercial  sales 
and  sales  to  the  federal  government  under  the  price  support  program. 


Principal  Findings 


The  U.S.  Participation  in 
Export  Markets 


The  U.S.  dairy  industry  ranks  third  in  world  production  volume  behind  the 
12-nation  EC  and  the  former  Soviet  Union.  Most  of  the  U.S.  industry's 
marketing  efforts  are  focused  domestically;  about  98  percent  of  the 
nation's  annual  dairy  production  is  consumed  in  domestic  markets.  The 
remaining  2  percent,  or  about  1  million  milk-equivalent  metric  tons,  moves 
into  world  export  markets  in  the  form  of  butter,  cheese,  or  dry  milk,  most 
of  which  are  subsidized  under  deip.  However,  a  recent  University  of 
Wisconsin  study  points  out  that  market  development  opportumties  are 
limited  under  deip  because  the  dominant  exporters  of  U.S.  dairy  products 
under  the  program  are  EC  firms  with  U.S. -based  operations  and  not  U.S. 
firms. 


The  U.S.  industry's  share  of  many  export  markets  is  small  compared  with 
other  countries'  or  trading  blocs'  share.  In  1990,  for  example,  U.S.  cheese 
exports  accounted  for  only  about  18  percent  of  the  Mexican  cheese  import 
market  and  less  than  1  percent  of  the  Japanese  cheese  import  market 
Exports  of  other  dairy  products,  including  ice  cream,  whey,  and  lactose, 
hold  a  better  position  in  export  markets  or  have  shown  marked  increases 
in  recent  years.  Collectively,  export  sales  of  whey,  lactose,  and  related 
products  increased  from  $90.3  million  m  1990  to  $248.9  million  in  1992. 

By  contrast,  the  dairy  industries  of  some  countries,  such  as  New  Zealand 
and  Australia,  have  developed  extensive  intematioiud  marketing  expertise 
and  depend  heavily  on  export  markets  for  their  sales.  From  1990  to  1992, 
for  example,  dairy  exports  accounted  for  as  much  as  48  percent  of  New 
Zealand's  dairy  production  and  averaged  3.9  million  milk-equivalent  metric 
tons  annually.  The  EC,  whose  dairy  industnes  are  highly  subsidized,  is  also 
a  m^or  player  in  world  markets  and  since  1990  has  exported  an  average  of 
about  7  million  milk-equivalent  metric  tons,  or  about  6  percent  of  its 
production  annually. 
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Opportunities  to  Expand 
Markets 


According  to  industry  market  research,  the  greatest  potential  for  market 
expansion  exists  in  international  markets  where  economic  development 
has  led  to  higher  incomes  and  consumers'  changed  preferences  for 
value-added  products.  For  example,  Pacific  Rim  countries,  which  have 
some  of  the  worid's  fastest  growing  economies  and  populations,  have  been 
shifting  their  diets  from  traditional  home^repared  foods  to  Western 
consumer-ready  foods,  including  cheese,  butter,  frozen  desserts,  and 
ready-to-eat  foods.  Furthermore,  these  countries  are  dependent  on 
imports  to  satisfy  their  needs  for  dairy  products.  In  addition,  data  on  per 
capita  consumption  as  an  indicator  show  that  a  potential  exists  for 
expanded  markets  for  m^or  U.S.  dairy  products  in  many  countries. 
Industry  studies  also  indicate  that  domestic  markets  could  offer  some 
modest  growth  for  lowfat  products  and  specialty  cheeses. 


Obstacles  to  Elxpanding 
Markets 


Recent  declines  in  the  support  price  have  provided  some  incentives  for  the 
U.S.  dairy  industry  to  be  more  responsive  to  commercial  market  forces 
and  less  dependent  on  the  federal  price  support  program.  These 
reductions  in  the  support  price  are  consistent  with  positions  taken  by  gao 
in  reports  issued  since  1980.  However,  according  to  many  leading  dairy 
processors  and  producers  gao  spoke  with,  two  interrelated  factors  have 
impeded  the  industry's  ability  to  more  effectively  expand  and  compete  in 
global  markets.  First,  while  there  is  some  senQment  among  producers  for 
maintaining  high  support  price  levels,  leaders  of  both  industry  sectors 
agree  that  the  price  support  program  results  in  U.S.  prices  that  very  often 
exceed  worid  market  prices.  For  example,  the  December  1992  U.S.  market 
and  support  prices  for  bulk  cheddar  cheese  were  $1.19  and  $1.11  per 
pound,  respectively,  while  the  estimated  worid  market  price  was  $0.81  per 
pound.  The  1992  market  and  support  prices  for  butter  and  noi\fiat  dry  milk 
were  similariy  above  the  worid  market  prices.  Therefore,  even  if  export 
opportunities  for  bulk  dairy  products  exist,  U.S.  dairy  processors  would 
have  little  incentive  to  sell  on  the  worid  market  without  export  subsidies. 
In  addition,  federal  policies  do  not  encourage  the  production  of  products 
that  are  always  in  greatest  demand  or  meet  consumers'  preferences,  such 
as  ^ecialty  cheeses. 

Second,  most  of  the  industry  leaders  stated  the  need  to  change  the 
mind-set  of  the  dairy  industry.  Acknowledging  that  changing  this  mind-set 
is  primarily  the  responsibility  of  the  industry,  they  noted  that  the  industry 
needs  to  (1)  move  from  a  production  to  a  marketing  orientation  and 
(2)  develop  the  expertise  to  expand  export  markets  for  both  bulk  and 
value-added  products.  These  leaders  said  that  federal  policies  have 
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influenced  the  industry's  nund-set  to  center  more  on  production  than  on 
marketing.  Most  indicated,  however,  that  usda  could  facilitate  the 
industry's  adjustment  to  a  stronger  marketing  mind-set  by  working  with 
the  industry  to  develop  appropriate  strategies  for  changing  the  industry's 
focus  from  production  to  identifying  global  customers  and  expanding 
markets  for  dairy  products. 


Matters  for 

Congressional 

Consideration 


gao  believes  that  the  Congress,  jointly  with  the  executive  branch  and  the 
dairy  mdustry,  needs  to  consider  initiating  efforts  to  develop  a  long-range 
dairy  policy  that  better  recognizes  the  importance  of  dairy  exports  to  the 
continued  viability  of  the  dairy  industry.  Steps  could  include  conducting 
hearings,  gathering  additional  information  on  alternatives  to  overcome 
impediments  to  export  development,  and  analyzing  the  implications  of 
those  alternatives  on  the  current  industry  structure.  Furthermore,  the 
Congress  should  consider  directing  the  Secretary  of  Agriculture  to 
facilitate  discussions  with  the  dairy  industry  to  help  increase  its  attention 
to  exploring  global  markets. 


Agency  Comments 


In  commenting  on  a  draft  of  this  report,  usda  agreed  with  the  fundamental 
premise  that  the  dairy  industry  will  have  to  shift  away  from  reliance  on  the 
federal  Price  Support  and  Milk  Marketing  Order  programs  as 
income-enhancing  mechanisms  and  towau-d  greater  market  orientation  to 
ensure  long-term  viability,  usda  particularly  agrees  that  exports  hold  the 
greatest  potential  for  expanding  the  market  for  U.S.  dairy  products,  usda's 
comments  and  gag's  evaluation  of  them  are  discussed  at  the  end  of 
chapter  4  and  in  appendix  m. 
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DAIRY  PRODUCTION  IN  SELECTED  COUNTRIES 


General  Summary: 


Cow  milk  production  in  selected  countries 
for  1993  is  estimated  at  380.1  million 
tons,  essentially  unchanged  from  the  1992 
level.   Production  is  forecast  to  remain 
near  that  level  again  in  1994. 

Estimates  of  the  number  of  milk  cows 
continue  to  decline  in  selected  countries 
but  higher  per-cow  productivity  is  tending 
to  keep  milk  production  stable.   For  1993, 
projected  production  increases  in  India  and 
Australia  are  largely  offset  by  declines  in 
the  Ukraine  and  the  EU.   In  1994,  only 
the  United  States  and  New  Zealand  have 
forecast  increases  larger  than  O.S  million 
tons  while  only  the  Ukraine  and  Italy  have 
declines  of  that  magnitude. 

Output  of  butter  in  1993  is  estimated  at 
5.5  million  tons,  unchanged  from  1992.   A 
small  decline,  to  5.4  million  tons,  is 
forecast  for  1994.   Output  of  cheese  in 
1993  is  estimated  at  10.7  million  tons, 
largely  unchanged  from  1992.   Production 
of  approximately  10.8  million  tons  is 
forecast  for  1994.   Nonfat  dry  milk 
G^M)  output  for  1993  is  estimated  at  2.9 
million  tons,  up  5  percent  from  1992. 
Most  of  the  increase  is  expected  to  occur 


in  the  EU.   NDM  production  in  1994  is 
projected  to  decline  4  percent.    Casein 
output  is  forecast  at  212,000  tons  in  1993, 
8  percent  below  the  1992  level.   A  very 
small  decline,  to  211,000  tons,  is  forecast 
for  1994. 

Milk  Production 

North  America:   Milk  production  in  the 
United  States  in  1993  is  estimated  at  68.7 
million  tons,  down  slightly  from  last  year. 
The  number  of  milk  cows  was  1  percent 
below  the  1992  level,  but  higher  per-cow 
yields  offset  most  of  the  effect  of  the 
smaller  herd.   U.S.  milk  output  in  1994  is 
forecast  to  show  a  small  increase,  to  69.3 
million  tons  as  per  cow  yields  continue  to 
rise. 

In  Canada,  a  2-percent  increase  in  the 
quota  for  processing  milk  deliveries 
(MSQ)  during  the  1993/94  marketing  year 
(August  1993-July  1994)  has  generated  a 
degree  of  optimism  in  the  dairy  sector. 
The  increase  rq)resents  a  reversal  from  the 
pattern  of  decreases  that  has  characterized 
MSQ  quotas  since  1986.   A  temporary 
shortage  of  milkfat  is  the  probable  cause 
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of  the  increase  in  the  MSQ.   With  the 
increased  MSQ  quota,  1994  milk 
production  is  forecast  at  7.5  million  tons, 
up  2  percent  from  1993. 

Mexico's  1993  milk  output  is  estimated  at 
10.7  million  tons,  unchanged  from  1992. 
In  the  tropical  southern  regions  of  the 
country,  hurricane  activity  resulted  in 
reduced  milk  production  for  an  extended 
period.    Production  growth  is  expected  to 
resume  in  1994. 

South  America:    Cow  milk  production  in 
Brazil  is  estimated  to  increase  only  1 
percent  in  1993,  to  15.2  million  tons.   The 
slow  growth  reflects  producer  concerns 
with  reduced  returns  stemming  from  an 
oversupply  of  milk.   The  number  of  milk 
cows  is  down  in  1993  and  is  not  expected 
to  grow  in  1994,  again  reflecting  the 
reduced  returns. 

Argentina's  1994  milk  output,  forecast  at 
7.8  million  tons,  is  up  5  percent  following 
6  percent  growth  in  1993.   The  rapid 
growth  stems  from  strong  demand  growth 
plus  the  maturation  of  major  investments 
in  the  dairy  sector  during  the  past  5  years. 

In  Chile,  1993  milk  production  is 
estimated  at  1.75  million  tons,  up  10 
percent  from  1992,  and  an  additional  3 
percent  increase  is  forecast  for  1994. 
Chile's  dairy  herd  is  expected  to  continue 
increasing  during  the  next  2  to  3  years  as  a 
result  of  increasing  demand  for  milk  and 


milk  products. 

Venezuela's  milk  output  for  1994  is 
forecast  at  nearly  1.7  million  tons,  just 
below  the  previous  peak  reached  in  1989. 
The  speedup  in  output  growth  indicates 
that  dairy  production  in  Venezuela  has 
nearly  completed  its  structural  adjustments 
necessitated  by  the  loss  of  cheap  feed 
supplies  caused  by  the  restructuring  of  the 
foreign  exchange  system  in  1989. 

European  Union:   Forecasts  for  EU  milk 
production  during  1993  and  1994  are  down 
despite  some  easing  of  the  EU's  quota 
system  in  1993/94.    Most  of  the  decline  in 
milk  production  is  forecast  to  occur  in 
Italy  where  production  has  been 
significantly  above  quota. 

Output  in  Germany  for  1993  is  estimated 
at  28.2  million  tons,  slightly  above  the 
1992  level.  The  upturn  probably  indicates 
that  most  of  the  structural  adjustment 
needed  to  fully  integrate  the  dairy  sector  of 
the  eastern  region  with  that  of  the  rest  of 
the  country  has  been  accomplished. 
During  1993,  dairy  cow  numbers  in  the 
eastern  part  of  Germany  were  down  less 
than  those  in  the  western  part  and  per  cow 
milk  yields  in  the  east  attained  parity  with 
those  in  the  west. 

French  milk  production  in  1993  is 
estimated  at  25.0  million  tons,  slighdy 
below  the  year-earlier  level.   The  French 
Government  continues  to  offer  a 
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"buy-out"  program  and  small,  inefficient 
producers  are  using  its  incentives  to  leave 
the  industry.    Another  production  decline 
is  likely  in  1994. 

Milk  production  in  Italy  for  1993  is 
forecast  at  10.8  million  tons,  4  percent 
below  the  1992  level.   With  Italy's 
downturn  in  production,  and  a  significant 
upward  adjustment  in  its  quota,  milk 
production  is  expected  to  be  near  quota  for 
1993/94  (April/March).    Since  the  quota 
system  was  implemented  in  the  mid 
1980's,  milk  production  has  been 
significantly  above  quota  every  year.   The 
dairy  sector's  debt  for  over-quota 
production  is  equivalent  to  1.5  billion 
dollars. 

Milk  output  in  the  Netherlands  during 
1993  is  estimated  up  1  percent,  to  11.0 
million  tons.  Milk  cow  numbers  were 
down,  but  favorable  pasture  conditions 
stimulated  an  increase  in  per-cow  milk 
yields.  A  small  decline  in  production  is 
likely  in  1994. 

Eastern  Europe:   Milk  production  in 
Eastern  European  countries  is  expected  to 
decline  in  both  1993  and  1994.   Poland's 
1993  milk  production  is  estimated  down  3 
percent  and  a  1  -percent  decline  is  forecast 
for  1994.    Output  in  Romania  is  estimated 
down  6  percent  in  1993  and  1  percent  in 
1994.   Both  countries  are  suffering  from 
poor  returns  for  milk  sales  and  shortages 
of  quality  inputs,  particularly  feeds. 


Former  Soviet  Union:   After  several 
years  of  sharp  declines,  preliminary 
information  indicates  1993  milk  production 
in  Russia  maintained  the  1992  level  while 
output  in  the  Llcraine  declined  only  5 
percent.    Information  from  both  countries 
indicate  the  dairy  sector  is  generally 
characterized  by  short  supplies  of  quality 
forages  and  feedgrains  and  by  a  poor 
economic  climate. 

Asia:   Following  several  years  of  rapid 
growth,  milk  production  in  China  has  been 
hit  by  price  and  payment  problems. 
During  the  past  year,  slower  growth  in 
demand  has  kept  milk  prices  stable  while 
feed  and  other  input  charges  have 
continued  to  rise.   In  addition,  a  number 
of  processing  plants  have  had  trouble 
selling  dairy  products,  and  as  a  result,  they 
have  had  no  funds  to  pay  fanners. 
China's  milk  output  for  1994  is  forecast  at 
5.3  million  tons,  up  4  percent  from  the 
1993  level  which,  in  turn  was  1  percent 
above  1992. 

Japan's  1994  milk  production  is  forecast 
to  decline  to  8.6  million  tons,  down  from 
8.7  million  in  1993.   Weak  demand  in 
1993  due  to  the  continuing  economic 
recession  and  the  long-cool  summer 
resulted  in  low  returns  to  milk  producers. 

Oceania;   Milk  production  in  Australia 
totaled  7.5  million  tons  in  1993  (July 
1992-June  1993),  up  9  percent  from  1992. 
Victoria,  the  major  dairy  Province, 


233 


experienced  another  year  of  very  favorable 
pasture  conditions  and  favorable  milk 
prices     A  small  production  decline  is 
forecast  for  1994  as  per  cow  yields  return 
to  more  normal  levels 

New  Zealand's  1993  (June  1992-May 
1993)  milk  production  increased  2  percent, 
to  a  record  8  7  million  tons,  due  to  good 
pasture  conditions  and  favorable  prices. 
Output  in  1994  is  forecast  at  9  5  million 
tons,  up  9  percent,  as  prices  continue  to  be 
favorable  and  pasture  conditions  remained 
very  good  during  the  first  half  of  the  year. 


Butter  Production 

Butter  production  in  selected  countries  for 
1993  is  estimated  at  5.5  million  tons, 
essentially  unchanged  from  1992. 
Production  in  1994  is  forecast  to  decline 
about  1  percent. 

North  America:    Butter  production  in  the 
United  States  during  1993  is  estimated  at 
598.000  tons,  3  percent  below  the  1992 
level,  mainly  due  to  the  decline  in  milk 
production     A  6-percent  decline  is  forecast 
for  1994  as  more  milk  is  diverted  to  cheese 
production     Canada's  1994  output  of 
butter  is  forecast  at  89,000  tons,  2  percent 
above  1993.    More  butter  is  being  used  by 
the  domestic  market.    Reportedly  efforts  by 
the  government  and  the  dairy  industry  to 
increase  butter  use,  are  starting  to  pay  off 


European  Union:    The  EU's  1993  and 
1994  output  of  butter  are  forecast  at  16 
million  tons,  essentially  unchanged  from 
1992.    The  small  declines  in  milk 
production  that  are  being  forecast  are 
expected  to  be  offset  by  reduced 
production  of  minor  dairy  products,  leaving 
approximately  the  same  quantity  of  milk 
available  for  butter  manufacture. 

Oceania;     Butter  production  in  Australia 

is  estimated  at  132.000  tons  in  1993.  up  18 
percent.    The  sharp  increase  in  milk 
supplies  caused  the  large  increase  in  butter 
production.    Most  of  the  output  increase 
was  exported.    With  little  change  expected 
in  1994  milk  production,  butter  output  in 
1994  is  expected  to  drop  back  to  125,000 
tons.    New  Zealand's  output  of  butter 
totaled  267.000  tons  in  1993,  and  is 
forecast  to  increase  to  275,000  tons  in 
1994.    Plentiful  supplies  of  milk  for 
processing  and  favorable  producer  prices 
were  the  leading  factors  contributing  to  the 
increase. 

Cheese  Production 

Cheese  production  in  selected  countries  for 
1992  is  estimated  at  10  7  million  tons, 
largely  unchanged  from  the  1992  level. 
Growth  of  about  1  percent  is  forecast  for 
1994. 

North  America:    U.S.  cheese  production 
in  1993  is  estimated  at  2.9  million  tons. 
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essentially  unchanged  from  1992   An 
increase  in  the  3  to  4  percent  range  is 
anticipated  for  1994,    Both  estimates 
largely  reflect  changes  in  milk  production 
for  the  year. 

European  Union:    Cheese  output  in  the 
EU  IS  estimated  to  have  expanded  1 
percent  in  1993.    Output  in  1994  is 
forecast  to  remain  at  the  1993  level. 
Record  output  is  forecast  in  France  and 
the  Netherlands  based  on  continued 
growth  in  domestic  and  export  demand. 
Germany's  production  is  forecast  to 
increase  4  percent  in  1993,  to  814,000 
tons,  as  consumption  continues  to  rebound 
from  the  sharp  decline  that  followed 
reunification.    A  production  surplus  in 
Italy  is  expected  to  limit  cheese  production 
in  1993  and  1994  to  885,000  and  880.000 
tons,  respectively. 

Oceania:  With  increased  milk  supplies, 
cheese  production  is  expected  to  grow 
rapidly  in  both  countries  in  1993  and  1994 
Cheese  production  in  Australia  is 
estimated  up  6  percent  in  1993  and  3 
percent  in  1994.    New  Zealand's  cheese 
production  is  estimated  up  6  percent  in 
1993  and  is  expected  to  increase  by  a  fifth 
in  1994. 


A  4-percent  decline  is  forecast  for  1994 
EU  production  is  forecast  to  increase  4 
percent  in  1993  mainly  due  to  larger  output 
in  Germany,  the  United  Kingdom,  and 
Ireland     Reduced  demand  for  casein  and 
full-fat  dry  milk  generally  increased  the 
supply  of  milk  available  for  making  NDM. 
Production  of  NDM  in  New  Zealand  in 
1993  is  estimated  at  150,000  tons,  down  7 
percent  from  1992,  because  export  demand 
was  greater  for  whole  dried  milk.    A  small 
production  increase  is  forecast  for  New 
Zealand  in  1994  in  response  to  the  sharp 
increase  expected  in  milk  production. 

Casein  Production 

Casein  production  in  selected  countries  for 
1993  is  estimated  at  212,000  tons,  down  8 
percent  from  1992.    Another  small 
decrease    is  forecast  for  1994.    EU 
production  is  projected  to  decline  13 
percent  in  1993  with  the  decline  spread 
throughout  the  major  producers.    Weak 
export  demand  has  generally  reduced  the 
incentive  for  casein  production.   Forecast 
casein  output  in  New  Zealand  is  largely 
unchanged  in  1993  and  1994  as  weak 
demand  offsets  the  impact  of  increased 
milk  supplies. 


Nonfat  Dry  Milk  Production 

Output  of  nonfat  dry  milk  (NDM)  in 
selected  countries  in  1993  is  estimated  at 
2  9  million  tons,  up  5  percent  from  1992. 


A  L   Coffing 
FAS/CMP/PECAD 
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DAIRY  TRADE  IN  SELECTED  COUNTRIES 


General  Summary: 


The  outlook  for  1994  dairy  trade  in 
selected  countries  points  to  an  increase  in 
cheese,  nonfat  dry  milk  (NDM),  and 
whole  milk  powder  (WMP)  trade  while 
trade  in  butter  is  expected  to  decline.   The 
growth  in  NDM  and  WMP  exports  is 
anticipated  to  occur  primarily  from 
Oceania  where  a  1993/94  "super-flush" 
production  season  boosted  available  export 
supplies.   The  abundant  availabilities  of 
butterfat  and  milk  powder  were 
contributing  factors  in  depressing  world 
prices  in  late  1993.    Although  the  global 
price  picture  is  bleak  for  the  near  future 
the  rapid  reduction  in  butterfat  and  NDM 
stocks  suggest  that  worid  supply  and 
utilization  in  major  producing  countries  is 
more  balanced.    The  realignment  of 
internal  support  prices  in  the  United  States 
and  European  Union  (EU)  to  reflect  the 
increasing  value  of  protein  versus  butterfat 
has  played  a  significant  role  in  improving 
the  situation.    Already  in  the  United 
States,  the  reduction  in  butter  support 
prices  and  subsequent  fall  in  internal 
market  prices  have  strongly  promoted  the 
domestic  use  of  butter. 


Cheese  trade  continues  to  display  strong 
and  consistent  growth,  with  exports  from 
Oceania  expected  to  expand  by  12  percent. 
In  contrast,  EU  trade  is  forecast  to  grow 
only  a  modest  3  percent.    On  the  import 
side  the  Japanese  and  U.S.  cheese 
markets,  which  are  by  far  the  most 
significant,  are  expected  to  grow  with  most 
of  the  expansion  occurring  \n  the  Japanese 
market. 

A  significant  development  that  will  affect 
the  long-term  outlook  for  dairy  trade  is  the 
conclusion  of  the  GATT  Uruguay  Round. 
While  it  is  difficult  to  assess  at  this  early 
stage  the  full  impact  of  the  agreement  it  is 
clear  that  the  role  of  New  Zealand  and 
Australia  as  exporters  will  become  more 
prominent.    As  the  cover  graph  highlights, 
the  percentage  share  of  New  Zealand  and 
Australian  milk  powder  (WMP  &  NDM), 
butter,  and  cheese  exports  among  major 
exporters  has  been  expanding.    In  1989,  it 
was  estimated  at  around  28  percent.    For 
1994,  it  is  forecast  to  reach  41  percent.   In 
contrast,  the  EU's  role  has  slipped  from 
63  percent  in  1989  to  an  estimated  52 
percent  in  1993.    For  1994,  it   is  expected 
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to  drop  further  to  49  percent.    Given  the 
terms  of  the  GATT  accord,  which  requires 
the  curtailment  of  U.S.  and  EU  dairy 
export  subsidy  programs  starting  July 
1995,  the  resulting  gap  in  the  export 
market  coupled  with  strong  growth  in  the 
Pacific  Rim  countries  will  accelerate  the 
role  of  New  Zealand  and  Australia. 


markets.    The  NZDB  is  rapidly  expanding 
overseas  and  assuming  the  role  of  a 
multinational  trading  company  rather  than 
a  producers  marketing  board.    While  the 
Uruguay/GATT  round  by-passed  the  issue 
of  marketing  boards  and  State  trading 
companies,  the  NZDB  remains  an 
unreformed  and  anti-competitive  entity. 


There  is  the  possibility,  albeit  remote,  that 
in  a  post-GATT  regime  global  prices  will 
increase  sufficiently  to  allow  commercial 
exports  (i.e.  non-subsidized)  of  currently 
subsidized  U.S.  dairy  products.  As 
recently  as  1989,  the  United  Stotes 
exported  substantial  quantities  of  NDM 
other  than  food  aid  or  subsidized  export 
channels  as  a  result  of  a  shaq)  run-up  in 
world  prices.    Given  current  support 
prices,  this  is  more  likely  to  apply  to 
butter  where  the  difference  between  world 
prices  and  the  U.S.  domestic  price  is 
narrower.    A  more  likely  scenario, 
however,  is  that  CCC  removals  will  be 
shifted  from  subsidized  exports  to  food  aid 
programs. 


In  this  publication,  the  name 
European  Union  or  EU  refers  to 
the  group  of  12  countries 
formerly  known  as  the  European 
Community  or  EC. 


While  the  outlook  for  Oceania  exporters 
appears  bright  as  they  assume  a  dominant 
role  in  worid  dairy  trade,  there  is  likely  to 
be  increasing  scrutiny  paid  to  their 
monopolistic  trading  Boards.   Hiis  is 
particularly  true  of  the  New  Zealand  Dairy 
Board  (N21DB)  which  as  a  statutory  export 
monopoly  has  the  advantage  of  sole 
sourcing  (and  pricing)  rights  for  New 
Zealand  dairy  products  destined  for  export 
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STOCKS  OF  BUTTER  IN  SELECTED  COUNTRIES 
EXPECTED  TO  CONTINUE  DECLINING 
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Share  of  Export  Trade  for  Cheese  Among  Major  Suppliers 
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(The  complete  report  is  held  in  the  committee  files.) 
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Purpose 


The  purpose  of  this  publication  is  to  explain  the  evolution  of  the 
Licensing  System  for  the  cheese  import  program  since  its  inception  in 
1951.   The  largest  single  change  in  this  program  came  after  the  conclusion 
of  the  Tokyo  Round  of  Multilateral  Trade  Negotiations  (MTN). 


Although  Bryant  H.  Wadsworth,  Carol  M.  Harvey  and  Wayne  A.  Seney  were 
major  contributors  in  the  development  of  this  report,  it  could  not  have 
been  done  without  the  assistance  of  several  other  people  In  the  Dairy, 
Livestock  and  Poultry  Division,  including,  but  not  limited  to  Phillip  J. 
Christie,  Pauela  Darden,  John  Avey,  Paula  Fennell,  Valerie  Countlss,  and 
Terrl  Lange.   Questions  related  to  this  document  may  be  directed  to  Bryant 
Wadsworth  (202)  4A7-8031,  Carol  Harvey  (202)  447-7217  or  Phil  Christie 
(202)  447-5270. 
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FOREIGN  AGRICULTURE 
Supplement  -  April  1981 

Changes  in  the  luport  Licensing 
System  for  Certain  Dairy  Products 


BY:   Bryant  H.  Wadsworth 
Carol  M.  Harvey 
Wayne  A.  Seney 

Dairy,  Livestock  and  Poultry  Division 
Foreign  Agricultural  Service 

Introduction 


The  Trade  Agreements  Act  of  1979  (the  Act),  which  ratified  the  agreements 
reached  by  the  United  States  and  other  countries  in  the  Tokyo  Round  of  the 
Multilateral  Trade  Negotiations,  required  significant  changes  in  the  admi- 
nistration of  the  import  licensing  system  for  allocation  of  certain  dairy 
product  quotas.   The  changes.  Implemented  in  Import  Regulation  I  (7  CFR 
6.20-6.32),  were  dictated  in  large  part  by  Section  701  of  the  Act  and 
Presidential  Proclamation  A708  of  December  11,  1979. 

The  History  of  Dairy  Import  Quotas 

Import  quotas  were  first  imposed  on  dairy  products  (butter,  butteroll, 
casein,  cheese  and  dried  skimned  milk)  in  August  1951  under  authority  of 
Section  lOA  of  the  Defense  Production  Act  of  1950  (P.L.  81-774),  as  a 
part  of  Defense  Food  Order  No.  3.   At  that  time  economic  pressures  related 
to  the  Korean  conflict  were  causing  virtually  all  farm  prices  to  increase 
sharply.   Increasing  prices  stimulated  imports,  particularly  from  Europe 
where  the  dairy  industries  were  beginning  to  make  a  good  recovery  from  the 
effects  of  World  War  II.   Section  104  gave  the  Secretary  of  Agriculture 
authority  to  impose  import  controls  on  commodities  or  products  which  If 
allowed  to  enter  freely  could  have  had  adverse  effects  (1)  on  domestic 
production_(2)  on  marketings  and  stocks  or  (3)  on  price  support 
programs.  l_When  first  impltanented  in  1951  the  quotas  covered  all  cheeses. 
Controls  were  administered  through  a  licensing  procedure  which  in  effect 
allowed  each  importer  to  import  in  the  coming  year  an  amount  not  to  exceed 
the  amount  imported  in  the  previous  year.  ] 

TLventually,  certain  cheeses  were  exempted  from  quota  restrictions.   By  the 
time  the  Defense  Production  Act  expired  in  the  summer  of  1953  the  only 
cheeses  still  subject  to  quota  were  Italian-type  made  from  cow's  milk, 
Cheddar,  Bluemold,  and  Edam  and  Gouda.   Other  dairy  products  subject  to 
quota  at  that  time  were  butter,  butteroll,  dried  skim  milk,  dried  whole 
milk,  dried  buttermilk,  dried  cream  and  high  fat  malted  nllk  compounds^ 

l_Prior  to  the  expiration  of  the  Defense  Production  Act  (on  June  30,  1953), 
these  same  commodities  were  put  under  quota  by  Presidential  Proclamation 
(No.  3019  of  June  8,  1953)  under  authority  of  Section  22  of  the 
Agricultural  Adjustment  Act  of  1933,  as  amended.   This  was  the  first  time 
Section  22  authority  was  employed  for  controlling  dairy  product  Imports. 
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Under  Section  22  quotas  may  be  established  only  by  Presidential 
Proclamation,  and  may  be  made  permanent  only  after  formal  investigation, 
including  a  public  hearing,  conducted  by  the  United  States  International 
Trade  Commission  (ITC).   The  basis  provided  by  Section  22  for  the 
President  to  proclaim  a  quota  is  his  determination,  after  advice 
from  the  Secretary  of  Agriculture  and  based  on  the  findings  and  recommen- 
dations of  the  ITC,  that  the  article  or  articles  in  question  are  being 
Imported  or  are  practically  certain  to  be  imported  under  conditions  or  in 
quantities  that  will  render  or  tend  to  render  ineffective  or  materially 
interfere  with  any  price  support  or  stabilization  program  conducted  by  the 
U.S.  Department  of  Agriculture  related  to  agricultural  commodities  or 
their  products. 

Since  1953  several  new  quotas  have  been  established  on  dairy  products  and 
the  size  of  many  of  those  established  have  been  altered.   Since  cheese 
quotas  account  for  the  bulk  of  dairy  products  allowed  to  enter,  and  since 
the  cheese  importing  business  has  from  the  beginning  tended  to  be  highly 
complicated,  most  attention,  both  public  and  private,  has  focused  on 
cheese  quotas. 

At  the  time  that  the  Tokyo  Round  of  Multilateral  Trade  Negotiations  (MTN) 
got  under  way  In  197A  approximately  half  of  the  cheese  entering  the  United 
States  from  abroad  was  subject  to  quota.   In  addition  to  the  original 
quota  cheeses  (Blueoold,  Cheddar,  Edam  &  Gouda,  and  Italian-type),  Swiss- 
type  cheeses  and  a  large  variety  of  unspecified  cheeses  made  from  cow's 
milk  were  subject  to  quota  if  their  f.o.b.  price  was  below  the 
"pricebreak."   The  prlcebreak  was  originally  established  by  proclamation 
at  a  fixed  level  and  then  modified  to  7  cents  per  pound  above  the  appli- 
cable Commodity  Credit  Corporation's  purchase  price  for  Grade  "A"  Cheddar 
cheese  in  40  pound  blocks. 

The  Impact  of  the  MTN 

The  Tokyo  Round  of  the  MTN  was  the  seventh  of  a  series  of  such  negotiations 
held  under  the  auspices  of  the  General  Agreement  on  Tariffs  and  Trade 
(GATT)  since  its  establishDenC  by  the  free  world  nations  after  World  War 
II. 

In  a  broad  sense,  the  objective  of  the  GATT  (which  now  includes  over  80 
nenber  countries)  is  to  expand  trade  among  its  members,  primarily  through 
the  reduction  of  tariffs  and  other  trade  barriers.   The  first  six  rounds 
of  negotiations,  although  quite  successful  in  terms  of  progress  towards 
this  objective  so  far  as  Industrial  items  were  concerned,  were  charac- 
terized by  little  or  no  progress  in  the  area  of  trade  barriers  related  to 
agriculture.   This  caused  U.S.  farmer  representatives,  whose  constituents 
for  the  past  several  years  had  obtained  20  percent  or  more  of  their  income 
from  agricultural  exports,  to  be  somewhat  skeptical  about  the  effec- 
tiveness and  value  of  such  rounds  of  trade  negotiations.   Consequently, 
the  Congress  made  it  clear  in  passing  the  Trade  Act  of  1974,  authorizing 
the  President  to  enter  into  the  Tokyo  Round,  that  substantial  gains  had  to 
be  made  in  the  MTN  for  American  agriculture. 
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When  negotiations  began,  officials  of  the  European  Comaunitles  (EC),  our 
largest  trading  partner  In  both  agricultural  and  Industrial  Items,  made  It 
clear  that  the  EC  would  mak.e  no  significant  agricultural  concessions 
unless  the  United  States  was  willing  to  modify  its  dairy  product  import 
controls.   This  left  the  U.S.  negotiators  with  a  difficult  dilemma: 
how  to  satisfy  the  EC  without  making  concessions  that  would  jeopardize 
the  U.S.  milk  price  support  program. 

A  solution  was  found  by  dealing  with  the  nature  of  the  EC's  trade  problem. 
In  order  to  avoid  the  Imposition  of  countervailing  duties  by  the  United 
States,  the  EC  had  agreed  in  1974  to  eliminate  export  subsidies  on  certain 
cheeses  and  to  avoid  increasing  them  on  others.   The  resulting  Impact  on 
their  sales  to  the  United  States  was  dramatic.   As  the  EC  and  certain  other 
European  suppliers  (who  also  were  required  to  eliminate  or  curtail 
their  subsidies)  lost  business,  the  Oceanic  countries  and  Finland  gained 
business. 

The  MTN  negotiations  resulted  in  four  major  changes  to  the  quota  system: 
(1)  U.S.  rights  to  countervail  against  subsidized  quota  iiaports  were 
waived  provided  the  import  prices  do  not  undercut  U.S.  prices;  (2)  EC 
access  for  cheese  imports  was  restored  to  amounts  somewhat  equivalent  to 
what  the  EC  supplied  prior  to  the  1974  countervailing  duty  agreements;  (3) 
new  quota  levels  were  established  for  the  Oceanic  countries  and  Finland  at 
levels  near  the  amounts  supplied  in  the  late  seventies,  making  permanent 
the  gains  from  EC  losses  in  that  period;  and  (4)  Increased  controls  were 
placed  on  Imports  by  eliminating  the  pricebreak  system  and  by  bringing 
under  absolute  quota  most  of  the  cheeses  that  previously  entered  quota- 
free  under  the  pricebreak  system. 

The  elimination  of  the  pricebreak  system  brought  an  additional  30  to  40 
percent  of  cheese  Imports  under  quota.   As  a  result,  some  firms  which  had 
been  doing  no  business  in  quota  cheeses  (because  they  had  been  importing 
"pricebreak"  cheeses  and  miscellaneous  non-quota  cheeses  only)  are  now 
subject  to  licensing  requirements. 


(The  complete  report  is  held  in  the  committee  files.) 
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Auctioning  Import  Quotas  to  Cut  the  Budget  Deficit 

Alfred  Reifinao 
Senior  Fellow  in  International  Economics 

The  United  States  imposes  quotas  on  the  importation  of  a  number  of 
products,  increasing  the  price  of  the  good  in  much  the  same  way  as  the 
imposition  of  a  tariff  does.  But,  in  contrast  to  a  tariff;  the  benefits  of  the  quota 
do  not  go  to  the  U.S.  Government.  They  go  to  producers  of  similar  products  or, 
in  the  more  important  cases  where  the  quota  is  imposed  by  the  foreign 
government,  to  it  or  to  their  producers. 

Should  the  United  States  tiy  to  capture  this  tariff*  or  what  economists 
call  rent,  by  auctioning  the  quotas? 

ADVANTAGES 

1.  The  Congressional  Budget  Office  estimates  that  auctioning  quotas 
mi^t  add  some  $3  billion  a  year  to  the  revenue  of  the  U.S.  Gom-nment  It, 
rather  than  private  parties  or  foreign  governments,  would  receive  the  economic 
rent.  The  cost  to  the  consumer  would  not  be  affected. 

2.  An  auction  system  allows  the  market— prices— to  determine  where 
imports  come  from  rather  than  having  this  done  via  an  administrative 
mechanism.  The  more  efficient  foreign  producers  would  tend  to  gain  market 
share. 

3.  An  auction  is  'transparent,*  consumers  and  policymakers  can  see  the 
cost  of  the  import  restriction. 

4.  An  auction  would  reveal  what  level  the  tans'  would  have  to  be  to 
achieve  the  same  degree  of  import  restriction  as  the  quota.  Thua,  auctioning 
would  make  it  easier  to  switch  to  a  tans'  system  which  has  several  advantages 
and  which  would  be  consistent  with  the  requirements  of  the  General  Agreement 
on  Tariff's  and  Trade  (GATT). 

DISADVANTAGES 

1.  The  United  States  can  unilaterally  impose  an  auction  system  readily 
only  on  those  products  on  which  it  now  has  American  administered  quotas— 
notably,  sugar,  dairy  products,  cotton,  and  peanuts.  Except  for  sugar,  the  value 
to  be  captured  from  auctioning  quotas  on  the  imports  of  these  products  is  likely 
to  be  smsdl. 
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2.  The  m^jor  source  of  revenue  from  auctioning  would  be  from  auctioning 
quotas  on  textiles  and  apparel.  They  are  now  imposed  by  foreign  governments 
under  voluntary  export  restraint  agreements  (VERs).  We  no  longer  have  VERs 
on  steel;  the  Japanese  voluntary  quota  on  automobiles  no  longer  bites,  though 
it  may  do  so  in  time;  the  VER  on  machine  tools  would  not  yield  much  revenue. 

3.  To  be  able  to  auction  quotas  on  products  covered  by  VERs,  would 
require  the  United  States  to  renegotiate  the  existing  arrangement  with  foreign 
governments.  They  would  object  to  losing  the  economic  rents  they  or  their 
producers  now  gain.  The  United  States  probably  would  have  to  compensate 
them  by  reducing  some  U.S.  tariffs  or,  less  likely,  to  endure  retaliation. 

4.  More  imix>rtant,  foreign  governments  could  maintain  their  export 
quotas,  thereby  denying  America  the  economic  rents  it  had  hoped  to  capture. 

5.  If  the  Uruguay  Round  of  trade  negotiations  is  successful,  the  VERs  on 
textiles  and  apparel  under  the  Multi-Fiber  Agreement  would  be  phased  out. 

6.  A  U.S.-imposed  quota  on  textiles  and  apparel,  or  any  goods  now 
restricted  by  VERs,  could  be  inconsistent  with  GATT  and  would  require  a 
waiver  of  GATT  rules. 

7.  The  auction  system  would  amount  to  reverse  foreign  aid.  The  gains 
currently  received  by  the  exporting  countries— many  are  developing  countries- 
would  accrue  to  the  importing  ones,  the  United  States. 

8.  The  United  States  could  get  "hooked"  on  an  auction  system  if  it  proved 
to  be  remunerative. 

TO  SUM  UP 

Auctioning  import  quotas  would  raise  U.S.  revenues  but  only  if  foreign 
countries  cooperated.  It  would  result  in  a  more  market-oriented,  efficient 
system  and  be  an  improvement  over  administrative  quantitative  trade  controls. 
However,  moving  to  such  a  system  at  this  time,  when  a  reduction  and  eventual 
elimination  of  quotas  on  textiles  and  apparel  are  being  negotiated  in  the 
Uruguay  Round,  could  set  back  important  progress  to  liberalize  world  trade. 


247 


A  PROPOSAL  TO  PROHIBIT  DISCRIMINATION 
BY  "PREFERRED  IMPORTERS"  OF  DAIRY  PRODUCTS 


Amend  7  CFR  6.30(b)  to  read  as  follows  (proposed  insertions  underlined:  proposed 
deletions  in  strikeout): 

1  Sec.  6.30   Adjustment  of  countries  of  origin. 

3  (b)(1)  Except  as  provided  in  paragraph  (b)(2).  in  the  event  that  it  is  shown  to  the 

4  satisfaction  of  the  Licensing  Authority  that  the  country  of  origin  discriminates  against  a  licensee 

5  as  to  either  price  or  availability  of  an  article,  the  Licensing  Authority  shall  not  impose  any 

6  penalties  with  respect  to  failure  to  use  85%  or  more  of  his  or  her  quota  share  during  such  quota 

7  year  andMf  the  Licensing  Authority  shall  fney  adjust  the  country  of  origin. 

8  (2)(A)  This  paragraph  (b)(2)  shall  apply  in  any  instance  when- 

9  (i)  an  historical  licensee  is  not  free  to  purchase  directly  from  the  manufacturer 

10  or  exporter  of  the  licensee's  choice  in  a  particular  country  of  origin  because  of 

1 1  limitations  imposed  by  the  authority  of  the  government  of  the  country  of  origin. 

12  whether  exercised  or  enforced  directly  bv  such  government  or  through  a  quasi- 

13  governmenal  agency,  dairy  board,  or  any  other  body  that  prevents  historical 

14  licensees  from  purchasing  the  article  from  the  vendor  of  their  choice:  and 

15  (ii)  the  government,  agency,  board,  or  other  body  described  in  clause  (i).  or 

16  another  body  authorized  by  the  government  of  the  country  of  origin,  or  a 

17  subdivision  thereof,  endorses  or  otherwise  selects  a  preferred  importer  for  the 

18  import  of  such  article. 

1  (B)  If.  within  3  years  of  the  discriminatory  occurrence,  it  is  shown  to  the  satisfaction 

2  of  the  Licensing  Authority  that  an  historical  licensee  has  been  discriminated  against  as 
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to  either  price  or  availability  of  an  article  by  a  country  of  origin,  or  bv  a  pr,  jrred 
importer  or  other  agent  endorsed  by  or  acting  on  behalf  of  the  country  of  origin,  the 
Licensing  Authority  shall— 

(i)  not  impose  any  penalties  with  respect  to  failure  of  the  affected  historical 

licensee  to  use  85  %  or  more  of  his  or  her  quota  share  and  shall  adjust  the  country 

of  origin  during  such  quota  vear:  and 
(ii)      revoke  the  eligibility  of  the  country  of  origin  to  select  or  endorse  a 

preferred  importer  for  a  period  of  not  less  than  3  years. 
During  such  period,  the  quota  shares  made  available  under  paragraph  (b)(2HB)(ii>  of  this 
section  shall  be  allocated  to  other  eligible  licensees  in  accordance  with  procedures 
substantially  similar  to  those  outlined  in  section  6.26(c)(2). 
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TESTIMONY  OF 

JAMES  C.  BARR 

CHIEF  EXECUTIVE  OFFICER 

NATIONAL  MILK  PRODUCERS  FEDERATION 

before  the 

COMMITTEE  ON  AGRICULTURE 
U.S.  HOUSE  OF  REPRESENTATIVES 

regarding  the 

URUGUAY  ROUND  TRADE  AGREEMENT  UNDER  THE 
GENERAL  AGREEMENT  ON  TARIFFS  AND  TRADE 


April  20,  1994 


Mr.  Chairman,  I  am  James  C.  Barr,  Chief  Executive  Officer  of  the  National  Milk 
Producers  Federation.  I  appreciate  the  opportunity  to  present  the  Federation's  views 
regarding  the  recently-signed  international  trade  agreement  that  was  negotiated  during  the 
Uruguay  Round  of  multilateral  trade  talks.  The  members  of  National  Milk  appreciate  the 
leadership  that  you  and  other  members  of  the  Committee  have  provided  throughout  the 
past  seven  years  to  ensure  the  interests  of  U.S.  agriculture  were  represented  in  these 
negotiations. 

The  National  Milk  Producers  Federation  has  followed  the  GATT  negotiations  very  closely 
during  this  same  period.  Members  and  staff  have  worked  closely  with  U.S.  negotiators, 
both  individually  and  through  the  Administration's  private  sector  advisory  committee 
system.  We  have  worked  with  our  negotiators  both  here  £ind  on  numerous  trips  to  Geneva 
or  Brussels  during  each  of  the  key  negotiating  sessions.  We  have  also  worked  closely 
with  this  Committee  over  the  past  several  years  on  the  negotiations,  having  testified  at 
least  a  half  dozen  times. 

Our  bottom  line  on  the  new  GATT  agreement  is  that  it  is  difficult  to  make  a  case  that  the 
agreement  itself  is  anything  but  a  bad  deal  for  U.S.  dairy  farmers  and  their  marketing 
cooperatives.  But  it  is  absolutely  certain  that  it  will  be  a  bad  deal  if  the  Administration 
chooses  to  implement  the  agreement  the  way  it  appears  to  be  about  to. 

Specifically,  we  are  very  concerned  that  the  Administration  is  willing  to  cut  a  deal  in  the 
current  bilateral  negotiations  with  Canada  that  will  give  the  U.S.  dairy  industry  very  little 
new  access  to  that  market.   Second,  we  are  alarmed  over  reports  that  the  Administration 


The  National  Milk  rmducpre  Federailon  Is  a  farm  rommodllN  nrBanizalion  tnaiieling  of  mUk  NMPFs  lontributlon  to  this  policy  Is  aimed  al  ImproMng  the 
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merabetii  market  a  malorllv  of  the  milk  produced  In  the  IS.  making  the  fXleralion  adequate  supply  of  pure,  uholesome  milk  and  dairy  products 
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The  Federation  prov  Ides  the  forum  through  which  dairy  fanners  and  their  of  dairy  farmers  and  their  cooperatives  on  national  public  polk-y 
cooperatives  fotmulate  policy  on  national  issues  that  affect  the  production  and 
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is  considering  unilaterally  cutting  funding  for  the  export  programs,  such  as  the  Dairy 
Export  Incentive  Program  and  the  Market  Promotion  Program,  that  are  essential  for  the 
U.S.  industry  to  be  competitive  in  the  partially  liberalized  world  trade  environment  the 
new  agreement  will  create.  And  finally,  the  Administration  has  not,  to  date,  been 
supportive  of  the  industry's  attempts  to  meet  the  challenges  posed  by  the  new  agreement 
as  well  as  the  continued  pressures  on  our  traditional  support  programs  by  creating  a  self- 
help  export  marketing  board  and  an  associated  Class  IV  price  pooling  system. 

Dairy  Under  the  New  GATT  Agreement 

Under  the  Uruguay  Round  GATT  agreement,  the  U.S.  will  convert  current  Section  22 
quotas  to  tariff-rate  quotas  and  expand  those  quota  quantities  by  a  total  of  30,992  metric 
tons  by  the  year  2000,  compared  with  current  import  quota  levels.  This  total  includes  the 
5,550-ton  tariff-rate  quota  the  U.S.  has  already  given  to  Mexico  under  the  North  American 
Free  Trade  Agreement  (NAFTA).  This  total  is  equivalent  to  660  million  pounds  of  milk, 
on  a  total  solids  basis,  if  the  conversion  is  made  using  the  milk  equivalent  factor  for 
Cheddar  cheese  (the  quota  expansion  will  include  most  varieties  of  cheese,  not  just 
Cheddar.) 

The  U.S.  will  also  convert  and  expand  tariff-rate  import  quotas  for  a  variety  of  non-cheese 
items  by  the  year  2000  under  the  GATT  agreement.  On  a  milk  component  basis,  these 
quota  increases  will  amount  to  17,586  metric  tons  of  milkfat,  which  is  equivalent  to  about 
420  million  pounds  of  milk,  on  a  total  solids  basis,  and  14,309  metric  tons  of  milk  solids 
not  fat,  equivalent  to  about  220  million  pounds  of  milk,  on  a  total  solids  basis.  For  all 
products,  therefore,  the  U.S.  has  committed  to  increasing  access  opportunities  for  imports 
of  dairy  products  currently  under  Section  22  quotas  by  a  total  of  about  1.3  billion  pounds, 
milk  equivalent. 

The  "Section  22  waiver",  which  has  allowed  the  U.S.  to  impose  dairy  import  quotas  under 
the  authority  of  the  U.S.  Section  22  law  since  1955  without  being  inconsistent  with 
current  GATT  rules,  is  terminated  by  the  new  agreement. 

Expanded  market  access  opportunities  were  negotiated  for  a  variety  of  dairy  products  in 
such  countries  as  the  European  Union  (EU),  Japan,  South  Korea  and  other  Pacific  Rim 
countries.  However,  the  U.S.  dairy  industry  would  only  benefit  fi-om  this  new  access  if 
it  can  successfully  compete  with  other  countries  such  as  New  Zealand,  Australia,  East 
Europe  and  the  European  Union.  Virtually  all  of  the  new  market  access  for  dairy 
products  in  other  countries  is  on  a  "most  favored  nation  basis,"  with  none  formally 
allocated  to  the  U.S.  only. 
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The  new  agreement  will  require  all  participants  to  reduce  their  use  of  subsidies  to  export 
dairy  products.  The  U.S.  will  be  required  to  cut  its  subsidized  dairy  exports  roughly  in 
half,  from  about  3  billion  to  about  1 .5  billion  pounds,  milk  equivalent  of  total  solids,  by 
the  year  2000.  During  this  same  period,  the  EU  will  have  to  cut  its  subsidized  dairy 
exports  from  a  base  of  about  39  billion  to  about  30  billion  pounds,  milk  equivalent.  The 
EU  will  not  cut  its  subsidized  exports  by  this  entire  amount  because  it  has  already  made 
reductions  from  its  allowed  base  levels  for  certain  dairy  products.  The  fact  that  the 
agreement,  when  fiiUy  implemented,  will  still  allow  the  EU  to  subsidize  30  billion  pounds 
of  milk  while  the  U.S.  will  be  limited  to  1.5  billion  pounds,  speaks  for  itself 

The  new  GATT  agreement  also  addresseS  the  application  of  sanitary  and  phytosanitary 
measures,  i.e.,  food  safety  and  animed  and  plant  health  regulations.  Specifically,  the 
agreement  recognizes  the  right  of  governments  to  take  sanitary  and  phytosanitary  measures 
but  specifies  that  these  measures  should  be  applied  only  to  the  extent  necessary  to  protect 
human,  animal  or  plant  life  or  health  and  should  be  based  on  sound  science. 

Implementing  the  New  Agreement 

The  National  Milk  Producers  Federation  has  been  unequivocal  in  expressing  dairy 
farmers'  concerns  about  the  Uruguay  Round  GATT  negotiations  ever  since  the  Round  was 
launched  in  1986.  During  this  entire  period,  the  Administration  has  repeatedly  assured 
farmers  it  would  make  no  agreement  that  involved  unilateral  concessions  by  the  U.S.  with 
respect  to  agriculture.  The  Administration,  we  were  assured,  was  dedicated  to  achieving 
a  more  equitable  international  trading  environment  for  U.S.  farm  products,  including  dairy 
products,  and  would  not  bargain  to  achieve  other  objectives  at  the  expense  of  U.S. 
agricultural  interests. 

Now  that  the  agreement  has  been  negotiated,  signed  and  the  details  available  for  all  to  see, 
attention  must  shifr  to  how  the  Administration  can  implement  the  agreement  in  a  fashion 
that  will  allow  the  U.S.  dairy  industry  to  compensate  for  the  concessions  and  take 
maximum  advantage  of  the  opportunities  it  contains.  The  National  Milk  Producers 
Federation  is  gravely  concerned  that  the  Administration  is  reneging  on  its  repeated 
promises  not  to  make  unilateral  concession  in  the  agreement,  specifically  in  three  areas, 
the  Canadian  market  access  negotiations,  continued  use  of  programs  allowed  under  the 
agreement  and  the  dairy  self-help  program. 

Canada 

Under  the  new  GATT  agreement,  Canada  will  convert  its  current  import  licensing  and 
quota  system  for  dairy  products  to  tariff-rate  quotas,  which  have  the  legal  status  of  tariffs 
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under  trade  agreements.  Under  the  North  American  Free  Trade  Agreement,  Canada, 
Mexico  and  the  United  States  no  longer  have  the  right  to  impose  new  tariffs  on  each 
other's  products.  Mexico  and  the  United  States  have  ab-eady  committed  to  bilateral 
tariffication  and  tariff  elimination  on  dairy  products,  but  Canada  has  not  done  so.  Over 
the  past  several  months,  the  U.S.  has  been  negotiating  with  Canada  to  establish  a  schedule 
for  elimination  of  tariffs  on  bilateral  trade  in  all  dairy  products  between  the  U.S.  and 
Canada.  Canada  has  so  far  refiised  to  face  the  reality  that  the  GATT  and  NAFTA 
agreements,  taken  together,  will  require  Canada  and  the  U.S.  to  phase  out  all  bilateral 
import  restriction  on  milk  and  dairy  products,  which  is  the  position  of  the  National  Milk 
Producers  Federation  on  this  issue. 

USDA's  negotiators  support  NMPF's  position  on  gaining  access  to  the  Canadian  dairy 
market,  but  other  agencies  of  the  administration  reportedly  are  more  willing  to 
accommodate  Canada  in  this  politically-difficult  issue  by  not  pressing  for  any  new  access 
beyond  yogurt  and  ice  cream,  for  which  Canada  lost  a  GATT  challenge  many  years  ago. 

Unless  the  current  negotiations  result  in  an  agreement  under  which  tariffs  on  trade  in  all, 
or  most  dairy  products  between  the  U.S.  and  Canada  are  scheduled  for  elimination  over 
some  clearly-defined  time  period,  it  will  be  difficult  to  claim  that  the  new  agreement  will 
gain  the  U.S.  any  meaningful  access  to  new  dairy  export  market  opportunities. 

U.S.  Export  Assistance  and  Promotion  Programs 

The  National  Milk  Producers  Federation  is  concerned,  as  are  many  other  U.S.  agricultural 
commodity  organizations,  over  options  under  consideration  to  cut  funding  unilaterally  for 
export  assistance,  export  promotion  and  other  programs  to  pay  a  disproportionate  share 
of  the  estimated  cost  of  implementing  the  GATT  agreement  in  the  U.S.  While  some  of 
these  programs,  such  as  the  Dairy  Export  Incentive  Program  (DEIP),  will  be  subject  to 
reduction  under  the  agreement,  others,  such  as  the  Market  Promotion  Program,  are  not. 
The  U.S.  dairy  industry  already  suffered  under  a  two-and  a  half  month  hiatus  in  this 
year's  DEIP  program  while  the  Administration  debated  the  future  of  U.S.  export 
assistance  programs  in  a  post-GATT  environment,  before  the  agreement  was  even  signed! 

These  programs,  especially  the  DEIP,  are  essential  for  the  U.S.  industry  to  be  competitive 
in  the  only  partially  liberalized  worid  U-ade  environment  the  new  agreement  will  create. 
Our  competitors,  particularly  the  politically-powerful  EU  dairy  industry,  can  be  counted 
on  not  to  cut  their  own  programs  more  than  required  by  the  new  agreement.  It  will  be 
difficult  for  the  dairy  industry  to  support  the  GATT  implementing  legislation  if  the  U.S. 
cuts  its  own  programs  by  more  than  absolutely  necessary. 
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Self-Help  Export  Marketing  Board  and  Class  IV  Price  Pooling  System 

Finally,  it  is  essential  that  authority  be  provided  for  the  U.S.  dairy  industry  to  pursue 
coordinated  export  development  activities  through  means  analogous  to  export  marketing 
boards  utilized  by  other  countries,  including  New  Zealand,  Austnilia,  and  Canada.  Such 
a  program  is  pending  before  this  Committee's  Livestock  Subcommittee.  The  bill,  H.R. 
2664,  would  implement  a  national  Class  IV  pool  to  establish  a  blend  price  for  milk  used 
in  export  dairy  products  and  establish  a  Dairy  Export  Marketing  Board  to  administer  the 
Class  IV  pool  and  work  to  expand  U.S.  dairy  e^qrarts  and  develop  markets  for  U.S.  milk 
and  dairy  products. 

The  National  Milk  Producers  Federation  strongly  supports  H.R.  2664.  We  consider  this 
legislation  essential  if  the  U.S.  dairy  industry  is  to  have  any  hope  of  taking  advantage  of 
the  limited  export  opportunities  the  new  agreement  provides,  particularly  in  the  rapidly- 
growing  Pacific  Rim  area.  We  feel  the  Administration's  eventual  position  on  this  issue 
will  be  indicative  of  how  supportive  it  is  of  enabling  the  U.S.  dairy  industry  to  benefit 
from  the  new  GATT  agreement. 

Concluding  Comment 

The  National  Milk  Producers  Federation  is  not  opposed  to  international  trade  agreements 
which  have  c  chance  of  benefitting  the  industry.  We  demonstrated  this  unequivocally 
through  our  strong  and  committed  support  for  the  North  American  Free  Trade  Agreement. 
The  new  GATT  agreement,  on  the  other  hand,  is  more  of  a  problem.  Without  the  strong 
support  of  the  Administration  in  the  areas  I've  discussed,  it  will  be  hard  for  us  to  support 
the  GATT  implementing  legislation. 

1  appreciate  this  opportunity  to  present  the  views  and  concerns  of  the  nation's  dairy 
fanners  concerning  the  Uruguay  Round  trade  agreement  to  the  Committee  today.  I  will 
be  happy  to  respond  to  any  questions. 
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FARMERS  UNION 

Milk  Marketing  Cooperative 


Statement  of 

Stewart  G.  Huber,  President 
Fanners  Union  Milk  Marketing  Cooperative 

before  the 
U.S.  House  Committee  on  Agriculture 

Regarding 

Agricultural  Provisions  of  the  Uruguay  Round 
of  the  General  Agreement  on  TarifiEs  and  Trade 

U  ashington,  D.C 
April  20. 1994 

Mr.  Chajmian  and  members  of  the  Committer,  I  am  Stewart  G.  Hubcr,  president  of  the 
Farmers  Umon  Milk  Marketing  Cooperative.  1  ou-n  and  operate  a  dairy  farm  in  Waupaca 
County.  Wisconsin  uith  members  of  my  family.  On  behalf  of  our  more  than  10,400 
family  dairy  fanner  members  in  eight  Midwest  stales,  we  thank  you  for  holding  this 
hearing  and  allowing  us  to  testify'  here  today  on  thit(  important  subject 

Our  members  have  long  been  concerned  with  the  Uruguay  Round  ever  since  it  was 
kicked  off  ai  Punta  del  Este  in  1986.  We  have  heard  the  constant  drum  beat  of  hype  and 
claims  about  the  benefits  the  new  GATT  will  lend  to  our  national  economy.  We  beard 
claims  recently  that  the  new  GATT  wiU  increase  our  fanu  exports  by  $4.7  billion  to 
SS.7  billion  by  the  year  200S.  While  this  may  benefit  come  others,  the  procpectt  are  far 
different  for  dairy.  We  and,  increasingly,  others  bebeve  the  U.S.  dairy  industry  will  be 
the  real  loser  under  the  Uruguay  Round.  (See  attachmentt.) 

From  the  begimting,  we  were  alanned  the  prospect  of  losing  Section  22,  which  has  been 
the  cornerstone  of  federal  dairy  policy  for  many  decades,  and  other  key  interests  vital  to 
our  domestic  industry.  Dairy  farmers  here  have  nothing  to  gain  and  everything  to  lose 
under  a  new  GATT  agreement.  Given  the  chronic  ovetsupply  of  milk  throughout  much 
of  the  world  and  the  threat  of  much  cheap  competition,  we  see  few  significant  dairy 
export  opportunities  opening  in  the  future. 

Uliile  details  have  been  scarce  over  the  years,  there  have  been  many  warning  signs  along 
the  way  its  the  negotiations  progressed.  For  example,  we  noted  with  great  interest  a  May 
2.  1991  letter  in  which  then-U.S.  Trade  Representative  Carla  Hills  told  House  dairy 
vubcommitiee  chairman  Charlie  Stenholm  that  'Our  analysis  indicaies  thai  five  years 
af.er  implementing  a  U.S.-type  proposal,  wodd  dairy  prices  would  nse  by  40-45  percent. 
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U.S.  dairy  production  would  be  up  about  4  percent  and  producer  revenues  would  be 
about  at  1990/91  levels."  (Emphasis  added.) 

Milk  prices  had  dropped  to  a  13-year  low  of  around  SIO  at  that  time  and  fanners  were 
under  particularly  severs  6nandal  stress.  Caiia  Hills  was  telling  us  that  those  dairy 
farmers  who  manage  to  survive  five  years  of  even  lower  prices  under  the  new  GATT 
might  see  milk  prices  recover  back  to  SIO  under  ideal  conditions. 

Based  on  what  we  have  been  able  to  learn  so  far,  many  of  cur  major  concerns  were  fully 
justified.  Dairy  farmers  are  the  big  losers  under  the  Uruguay  Round.  Let  me  explain 
some  of  our  specific  concerns. 

Loss  of  Section  22  Permanently  Changes  Ground  Rules 

The  loss  of  Section  22  import  quotas  through  taiifficalion  is  one  of  the  biggest  domestic 
dairy  concerns  in  the  Uruguay  Round.  Section  22  has  been  a  cornerstone  of  U.S.  dairy 
policy  for  decades.  Section  22  has  long  been  essential  to  maintaining  a  domestic  dairy 
price  support  ptogram  because  without  quotas,  uncontrolled  imports  would  increase  to 
the  point  where  it  would  be  impossible  to  maintain  milk  prices  at  the  minimum  support 
price  set  by  Congress.  Dairy  program  costs  would  skyrocket  along  with  government 
purchases  of  displaced  domestic  dairy  products,  and  producers  would  be  exposed  to 
unlimited  assessments  to  cover  those  costs.  By  agreeing  to  lariffication,  the  U.S. 
government  has  fundamentally  and  permanently  changed  the  basic  ground  rules  for  the 
entire  domestic  dairy  industry. 

TaiifTication  is  very  risky,  because  nobody  knows  what  the  results  will  be  next  year,  five 
years  or  10  years  from  now.  If  you  flood  our  market  with  even  one  imported  dairy 
product,  the  domestic  price  for  all  milk  will  be  diiven  doun. 

Combine  the  loss  of  Section  22  quota  with  GATT  minimum  access  rules  requiring  that 
we  increase  dairy  imports  by  50%  by  year  one  and  250%'  by  year  six.  and  you've  got  a 
recipe  for  disaster. 

The  Export  Opportunities  Are  Not  There 

Major  flaws  in  the  agreement,  including  continuing  high  European  export  subsidies, 
reductions  in  the  DEIP  and  advantages  given  to  cheap  foreign  competition  like  New 
Zealand  and  Argentina,  mean  American  dairy  farmers  will  not  have  the  export 
opportunities  which  GATT  proponents  have  claimed. 

Even  though  American  dairy  fanners  are  among  the  most  efRdent  in  the  world,  flaws  in 
the  Umguay  Round  mean  we  will  still  face  cutthroat  competition  in  the  world  market 
from  lower^cost  producers.  According  to  the  National  Dairy  Board's  "Dairy  Market 
Report"  of  May/June  1993,  world  market  prices  averaged  $6.62/cwt.  with  Uruguay  at 
S4.54.  Argentina  at  $4.94,  New  Zealand  at  $5.44  and  Poland  at  $6.26,  compared  to  the 
U.S.  cost  of  SI 2.25.  (See  attached  chart.) 
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Additionally,  the  wodd's  largest  pcududng  area,  tbe  fornier  Soviet  Union,  and  Eastern 
Europe  are  outside  of  the  GATT,  and  are  said  to  be  planning  major  dairy  exports  to  raise 
much-needed  hard  currency.  These  facts  virtually  guarantee  that  world  market  prices 
would  remain  far  below  even  our  low  domestic  prices  for  years  to  come. 

The  Foreign  Agriculture  Service  states  in  a  March  1994  report  titled  Dairy:  World 
Markets  and  Trade,  "There  is  the  possibility,  albeit  remote,  that  in  a  post-GATT  regime 
global  prices  will  increase  sufTiciemly  to  allow  commercial  exports  (i.e.  non-subsidized) 
of  currently  subsidized  U.S.  dairy  products  '  (Emphasis  added.) 

There  has  been  much  concern  raised  recently  about  the  struggle  for  access  to  tbe 

Canadian  dairy  market  under  GATT.  We  raised  the  Canadian  issue  during  last  years 
NAFTA  debate,  when  it  should  have  been  resolved,  but  unfortunately  others  were  less 
concerned  at  that  time.  Now  Clanada  refuses  to  budge,  and  wc  can  only  hope  it  worics 
out.  Even  if  Canada  does  give  us  access  to  its  dairy  market,  there  are  other,  more  serious 
concerns  that  must  be  addressed  before  this  agreement  is  right  for  dairy  farmers. 

Minimum  Import  Access  is  Excessive  und  Needs  Adjustment 

The  Uruguay  Round  requires  y^  minimum  import  access  at  the  start  of  year  one  in 
1995,  expanding  to  5%  by  the  stan  of  year  sax.  Since  imports  have  historically  totaled 
about  2%  of  our  market  under  Section  22,  this  will  mean  an  immediate  increase  of  about 
50%.  expanding  to  250%  in  year  six.  Specific  requirements  for  cheese  and  non-cheese 
minimum  access  are  shown  in  the  attached  table.  These  figures  have  been  verified  by 
USDA. 

The  GATT  minimum  import  access  for  dairy  is  much  higher  than  could  have  reasonably 
been  expected.  While  our  govenuncnt  argues  that  it  had  no  choice  in  accepting  tbe 
GATT  minimum  import  access  requirements,  we  believe  our  trade  negotiators  could 
have  found  a  much  less  disruptive  way  to  implement  the  rules  by  allocating  the  increases 
to  less  sensitive  dairy  products.  Congress  should  insist  on  recalculation  of  the  U.S. 
minimum  access  implementation  to  minimize  the  impact. 

USDA's  Dairy  Market  News  publication  last  week  reported  thai  cheese  importers  in  this 
country  were  not  satisfied  with  the  specifics  of  the  new  minimum  access  provisions  for 
cheese  which  the  U.S.  reached  with  the  Europeans.  As  we  understand  it.  tbe  impoiten 
lobbied  tbe  European  Union,  whose  negotiators  went  back  to  Geneva  and  got  the  U.S.  to 
change  some  of  the  access  for  industrial  cheeses  to  higher  value  table  cheeses. 

This  makes  the  point  that  the  specific  details  of  the  Uruguay  Round  agreement  may  not 
be  chiseled  in  stone  as  some  have  claimed  and  can  be  changed  if  enough  pressure  is 
bnsugbt  to  bear  at  the  right  places.  Our  members  want  to  know  why  our  negotiatort 
haven't  gone  back  to  the  table  to  push  for  improvements  which  will  make  this  agreement 
less  harmful  to  our  industry.  We  think  the  Committee  could  provide  some  very  valuable 
assistance  in  getting  this  job  done. 
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Additionally,  if  the  new  access  if  allowed  entry  on  a  "first  come,  first  served"  basis,  the 
U.S.  dairy  industry  could  be  faced  with  imports  of  7,000  MT  of  butter  and  6.100  MT  of 
butteroil  arriving  each  year  on  Januar)  2nd,  the  first  business  day  of  the  year.'  Such 
concentrated  imports  could  severely  depress  our  domestic  market.  Congress  should  insist 
on  adequate  safeguards  to  ensurr  the  new  imports  arc  distributed  evenly  over  the  course 
of  the  year  to  minimize  their  impaa. 

Export  Subsidy  Reductions  ure  UiKven  and  Unfair 

.Sources  indicate  that  the  new  GATT  allows  the  European  Union  to  continue  subsidizing 
much  larger  amounts  of  dairy  exports  than  the  U.S.  allowed  to.  In  a  recent  radio 
interview  back  in  Wisconsin,  Third  District  Congressman  Steve  Ounderson  questioned 
why  the  Europeans  are  allowed  to  maintain  ej^>ort  subsidies  on  more  than  100  times  as 
much  cheese  (305,000  MT  vs.  3.000  MT),  17  Vt  limes  as  much  butter  and  buttetcil 
(366,000  MT  vs.  21 ,000  MT),  over  3  Vi  times  as  much  nonfat  dry  milk  (243,000  MT  vs. 
68,000  MT),  and  a  whopping  939  times  as  much  "other  dairy  products"  (939,000  MT  vs. 
1 ,000  MT)  as  we  are. 

Nothing  has  changed.  This  is  not  the  level  playing  field  we  were  promised.  Subsidized 
European  dairy  exports  will  continue  to  undercut  our  products  on  the  worid  market  for 
years  to  come.  Our  members  wonder  bow  can  we  expect  to  compete  *ith  these  kind  of 
export  subsidies  stacked  against  us. 

DEIP,  the  Foundation  at  Current  U.S.  Dair>  Exports,  Will  b«  Cut 

At  the  same  lime  subsidized  European  exports  continue  on  a  major  scale,  our  Dairy 
Export  Incentive  Program  (DEIP)  is  cut  back  under  GATT  requirements.  DEIP  exports 
account  for  much  of  our  cunent  foreign  sales,  which  would  not  othenvise  have  been 
economically  feasible  at  current  prices.  For  example.  DEIP  exports  to  Mexico  during 
1993  included  48,577  metnc  tons  (MT)  of  nonfat  dry  milk  and  10.544  MT  of  butteifat. 

GATT  Expands  the  Role  of  the  N«w  Zealand  Dairy  Board 

The  Foreign  Agriculture  Service's  March  1994  report  titled  Dairy:  World  Markets  and 
Trade  confirms  our  concerns  about  the  growing  influence  of  aggressive  daity  exporters 
like  Nev^  Zealand  undtir  the  new  GATT.  It  notes  that  New  Zealand  and  Australia  have 
expanded  their  share  of  world  dairy  exports  from  an  estimated  28%  in  1989  to  41%  in 
1994.  It  further  notes  that  the  new  GATT  "will  accelerate  the  role  of  New  Zealand  and 
Australia." 

The  FaS  report  also  warned  about  the  growing  influence  of  aggressive,  monopolistic 
lutional  export  trading  companies  such  as  the  New  Zealand  Daity  Board.  New  Zealand, 
through  its  U.S.  Eubsidiaiy,  may  be  able  to  influence  dairy  prices  in  our  maricet  to  the 
detriment  of  the  domestic  industry  The  primary  concern  of  the  NZDB  is  to  clear  their 
home  market  and  move  dair>'  products  out  of  New  Zealand  at  any  price.  Thus,  individual 
American  dairy  producers  and  processors  will  find  themselves  in  cutthroat  competition 
with  a  quasd-gcvenunental  agency  with  very  deep  pockets. 
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The  FaS  repon  notes  that  "While  ibe  outlook  for  Oceania  exporters  ^peais  bright  as 
they  ^lssame  a  domiiuuit  role  in  world  oairv  trade,  there  is  likely  to  be  increasing 
scrutiny  paid  to  their  monopohstic  trading  Boards.  This  is  particularly  iiue  of  the  New 
Zealand  Dairy  Board  (NZDB)  which  as  a  itatuioi^'  export  monopoly  has  the  advantage 
of  sole  sourcmg  (^and  pricing)  rights  for  New  Zealand  dairy  products  dcstitjed  for  export 
markets.  The  NZDB  is  rapidly  expanding  overseas  and  assuming  the  role  of  a 
raultinalional  trading  company  rather  than  a  producers  marketing  board.  While  the 
Uruguay /GATT  round  by-passed  the  issue  of  madceting  boards  and  State  trading 
companies,  the  NDZB  remains  an  unrcformed  and  anti-competitive  entity.' 

Based  on  the  FAS  report,  we  are  concerned  that  the  New  Zealand  Dairy  Board  may 
violate  U.S.  anli-ttust  laws.  We  urge  the  committee  to  request  a  formal  opinion  by  the 
Justice  Department  and  Internal  Revenue  Service. 

Sanitary  Standards  Should  be  Harmonized  Upward,  Not  Down 

The  Uruguay  Round  establishes  the  Codex  AlimerUarius  as  the  standard  for  hatmomzing 
international  sanitary  standards  in  the  many  areas  where  sigmficant  differences  exist. 
The  Codex  is  a  Rome-based  agency  of  the  Umted  Naiions.  and  is  controlled  by  the 
multinational  chemical  companies  it  is  supposed  to  regulate.  The  Codex  is  much  weaker 
than  U.S.  standards  for  pesticide  residues,  antibiotics  and  other  critical  substances. 
Despite  the  differences,  the  l' S.  will  be  required  to  adnut  Cojfc.t-lcgal  imports  if  any 
other  aKintry  successfully  challenges  our  standards  as  non-tariff  barriers,  as  we  expect 
they  will. 

Americans  arc  threatened  by  a  woefully  inadequate  dairy  import  inspection  system  and 
weak  global  sanitary  lules  which  do  not  require  daily  imports  to  meet  the  same  stricn 
standards  required  on  our  dairy  farms  and  plants.  Consumers  face  the  threat  of 
contaminated  imports  in  supermarket  shelves,  and  dairy  farmers  face  unfair  competition 
from  cheap  dairy  imports  which  do  not  bear  tlie  high  cost  of  complying  with  our  much 
more  stringent  and  expensive  sanitary  standards. 

Public  Citizen,  the  consumer  watchdog  croup,  has  just  released  a  new  study  which 
documents  the  increa.sed  food  safety  risks  under  the  new  GATT  agreement.  The  study 
found  that  GATT  could  increase  the  risk  of  cancer-causing  pesticides  on  imported  food 
and  undermine  \'ital  consumer  protections  including  bans  on  hormone  tieated  beef, 
restrictions  on  irradiated  food,  and  meat  and  poultry  inspection. 

The  risk  is  heightened  by  the  fact  that  the  Food  and  Dmg  Administration  and  U.S. 
Customs  Service  physically  inspect  only  about  2%  of  imports.  Tbete  already  inadequate 
import  inspections  will  be  further  weakened  as  agency  personnel  and  budgets  are 
reduced  under  the  current  program  to  "reinvent  govcmnieot." 

We  encourage  the  Committee  to  give  the  study  car?ful  consideration  and  use  its 
influenc-e  to  make  sure  that  food  safety  concerns  for  dairy  and  other  foods  are  adequately 
addressed  in  the  GATT  implementing  legislation.  Specifically,  Congress  should  transfer 
dairy  import  inspection  authority  to  the  U.S.  Ikpartmrnt  of  Agriculture,  which  already 
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has  the  resources  and  authority  to  require  thai  imponed  meat  and  foreign  meat  packing 
plants  me:t  U.S.  sanitary  standards 

Not  only  would  USDA  have  authority  to  physically  inspect  foreign  dair>'  plants  outside 
of  our  borders,  thjs  transfer  of  inspection  authority  would  also  save  considerable  tax 
doDars  by  shifting  the  cost  of  inspeaions  to  the  exporting  countries  instead  of  U.S. 
taxpayers  who  now  pay  the  cost  of  dairy  import  inspections  al  the  border.  Savings  from 
this  solution  could  also  help  fund  the  cost  of  implementing  the  new  GATT  agreement. 

Don't  Make  Dairy  Pay  GATT  Funding  Costs 

We  urge  the  Committee  to  join  us  in  fighting  any  attempt  to  make  dairy  fanners  share  in 
the  e.slimaied  $1 3.9  bilhon  cost  of  implementing  thjs  new  GATT  agreement  over  a  five- 
year  period.  The  Administration  is  said  to  be  considering  between  $3  billion  and  $5 
billion  in  additional  agricultural  spending  cuts  to  help  meet  this  revenue  shortfall. 

As  we  stated  April  14  in  letters  to  key  administration  officials,  daiiy  farmers  have 
.suffered  more  than  enough  from  low  prices  and  ever-higher  producer  assessments 
without  having  to  bear  the  added  costs  of  GATT  implementation.  Federal  dairy 
program  costs  have  dropped  dramatically  due  to  lower  support  prices  and  rising  producer 
assessments,  declimng  from  a  high  of  over  S2.5  billion  in  1983  to  $253  million  for  fiscal 
1993. 

Although  full  details  of  the  Adnunistralion's  GATT  funding  plans  are  not  known,  we 
fear  the  wot^  given  what's  happened  to  dairy  under  the  multilateral  trade  talks  so  far. 
Auctioning  of  historic  dairy  import  bcenses  is  just  one  GATT  funding  proposal  under 
consideration.  As  we've  warned,  this  auctioning  proposal  must  be  rejected  because  it 
would  give  greater  control  over  our  domestic  dairy  market  to  aggressive  national  export 
entities  like  the  New  Zealand  Dait^'  Board.  It  also  makes  no  budgetary  sense  because  a 
Congressional  Research  Service  study  has  shown  that  auctiomng  of  cheese  hcenses 
would  raise  bttle  revenue. 

World  Trade  Organization  is  Anti-Democratic 

■We  really  beUeve  this  hearing  is  not  about  a  new  trade  agreement,  but  rather  about  our 
abdi  cation  of  our  ability  to  chart  our  own  destiny.  A  key  element  of  the  Uruguay  Round 
is  the  creation  of  a  new  international  agency,  the  World  Trade  Organization  (WTO) 
consisting  of  panels  of  unelected  international  trade  bureaucrats.  The  WTO  will  have 
enormous  powers  to  arbitrarily  affect  the  lives  of  citizens  in  GATT  member  nations 
throughout  the  world  in  very  undemocratic  way.?.  The  WTO  will  usurp  our  sovereignty 
to  eslabhsb  and  enforce  sanitary  standards  and  other  fundamental  policy  questions  which 
rightfully  belongs  to  elected  national,  state  and  local  units  of  government.  The  WTO  is 
unaccountable  and  its  process  is  dosed  to  the  public  and  news  media. 

Since  the  Uruguay  Round  estabUshes  the  WTO  as  a  new  international  agency  with 
considerable  power  over  U.S.  domestic  pohcy,  it  qualifies  as  a  treaty  which  should  be 
subject  to  two-thirds  ratificaiion  by  the  U.S.  Senate  instead  of  simple  majority  in  both 
bouses.  We  urge  concerned  members  of  Congress  to  pursue  this  i.ssue. 
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\Miat  Must  b«  Done  Now 

Ideally,  Congress  should  suspend  fast  track  rules  and  make  whatever  amendments  are 
needed  to  make  GATT  comply  with  U.S.  laws  and  democratic  principles.  Since  we  do 
not  realistically  expect  that  to  happen.  Congress  should  instead  insist  upon  the  following 
points  in  the  implementing  legislation: 

•  Insist  that  U.S.  negotiators  find  a  less  disiuptive  way  to  implement  minimum  access 
for  dairy  imports; 

•  Require  that  any  new  dairy  imports  be  distributed  evenly  over  the  year  to  prevent  a 
glut  of  products  from  depressing  domestic  dairy  markets; 

•  Insist  that  c\poit  subsidy  reductions  be  made  more  equitably  and  unifoimly  among 
GATT  member  nations; 

•  Request  a  formal  opinion  about  possible  New  Zealand  Dairy  Board  violations  of  U.S. 
anti-trust  laws; 

•  Transfer  inspection  authority  from  the  FDA  to  USDA  to  improve  protections  and  save 
money; 

•  Don't  make  dairy  pay  for  cost  of  GATT  by  various  unfair  and  imworkable  proposals, 
including  the  proposed  auaioning  of  historic  cheese  import  U^enses;  and 

•  Insist  on  preserving  U.S.  sovereignty  over  sanitar>  standards  and  other  national 
concerns  relative  to  the  Worid  Trade  Organization. 

Thank  you  for  this  oppKjnunity  to  present  our  views. 
(Attachments    follow:) 
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GATT  Dairy 
Impact: 
55  Cents, 
Maybe  More 


ByOoelMcNair 
SUte  Editor 

A  new  >\'orldwide  trAdc  deft]  th»t  ia  ex- 
pected  to  gain  final  «ppr9V«l  l«ter  thiA 
year  could  end  up  costing  U.S.  dairy 
farmers  at  least  95^  per  hundredweight 
\n  loBt  milk  income. 

N»^l  Bjomtoa,  an  economiat  at  AMPI'a 
corporate  oftive  ^"  ^"^"^^n^^,  ''exafl^is 
makings  that  prediction^  He  aaj's  the  Oen- 
eral  Agreement  on  TarifTe  and  Trade 
(OATT)  will  create  4.1  billion  pounda  of 
additional  import*  and  bat  exports  that 
the  U.S.  indxiirtry  viU  have  to  deal  with 
each  year  by  the  end  of  the  decade.  OATT 
will  be  addjieaaed  in  Congreaa  this  year. 

Bjomcorx^e  nxunbera,  drawn  from  prelimi* 
nary  USDA  information  on  GATT, 
amount  to  almost  $%  ofUie  toUl  current 

U.S.  domestic  market  fbr  daily  products. 
While  noting  that  dairy  will  have  some 
time  to  ad)U8t  during  the  six-year  phase* 
in  period  included  in  the  latest  GATT 
agreement. 3iprny on  acknowledged  that 
his  SS-oont  egtlnatejtmy_be  low. 


262 

*I  can  certainly  build  a  higher  number* 
explained  tl,e  cchjd  eooocmiAt. 

AfV«r  Mven  y^an  of  talki,  trade  negotiA- 
tors  roprescntbig  137  nationfl  iindar  the 
QATT  structure  agreed  to  a  new  pact  last 
December.  Final  details  of 'n-hat  individu- 
al countries  muat  offer  in  tke  way  of  re- 
ducing trade  barriers  and  domestic  sup- 
port profTflinK  arc  not  expected  to  be 
available  before  the  end  of  March. 

Signing  exp9ct«l  next  month 

World  leaders  are  expected  to  participate 

in  a  formal  signing  of  tho  doal  noxt 

month,  and  Congreaa  la  likely  to'vcie 'To' 
approve  it  -without  osiy  amendments  later 
this  yoar.  It  is  aehadulad  to  take  effect  in 
July  of  1995. 

While  many  oountrtet  haw  yet  to  rvport 
their  market  acceaa  provision*,  enough 
information  is  available  eonoendng  dairy 
to  make  acme  fWrly  accurate  prcjectioni, 
Bjomson  said.  To  thiA  economist,  the  car- 
iy  outlook  jgr^^t  verv  orettv  for  U.S.  dairy 
farmers. 

Under  the  new  QATT,  Sootion  22  quotas 
that  plaoe  relatively  strict  import  limiu 
on  ibrdgn  dairy  product*  wUl  be  replacad 
^xith  tariff  (taxec)  that  Mviil  be  gradually 
lowered  throu^  the  year  2000. 

Aooording  to  the  U8DA  numbera  as  inur' 
preted  by  Bjomaon,  the  U.S.  will  b«  re- 
quired to  allow  313  rellllon  pounda  of  for- 

eijn  cheeae  to  be  imported  by  2000. 
That's  an  increase  of  6S  million  pounds, 
or  28%,  from  thp  quota  hmils  curi:cntly 
required  by  Section  22. 

Milkftit  Imports  will  increase  nearly  40 
million  pounds  -  «  3879^  jump  from  cur- 
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rent  l«v«l£.  Noniiit  tolids  imports  will  rise 
by  mor«  th^n  20  million  pounds  - 1 114% 
faixL 

The  U.S.  -will  gain  a  tmall  amount  of 
market  aooees  in  Japan,  Bjortison  notes. 
Japanese  dccrs  will  open  to  ci|;hi  jniDion 
poimds  of  ioo  cream  mix  by  tko  time  the 
lix-year  pha^^in  it  completed.  On  paper, 
the  U.S.  &bo  ^Ins  a  email  new  market 
for  whey  pyw'd«ir.  Bui  Bjom&on  said  it  Js 
not  clft.ar  at  tbis  point  whetK^j  the 
^Ijiponeae  whev  impor^  r^qu^rf  mgnta  on- 
der  thu  trgd**  deal  are  any  graau^r  thaiv_ 
waat  the  U.S.  is  already  selling  there. 

_^l^^.., 111-        ■  °     MIIW 

As  f^  as  guanuat^ei  for  expert  aalet  go, 
that's  about  It  kr  the  U.S.  dairy  induatiy, 
Bjomson  lamented.  Americans  may  gain 
•mott  favored  nation*  trade  etattu  from 
the  IS-natioQ  European  Union  CEU)  and 
countries  iuch  as  South  Korea  and  per* 
.  haps  Canada. 

The  EU  m;iit  opan  its  doors  to  33  mflUon 
pounds  of  Cheddar  and  II  million  pounds 
of  moziarella  under  this  agreement. 
Soutii  Korea  wUl  provide  aooese  for  52 
million  pounds  of  whey  powder.  Thoufh 
Canada  is  ttxpposad  to  grant  siznilar  oon- 
cesalons,  the  Canadians  are  balking  Is 
talks  with  U.S.  cfliciala,  Bjoroson  noted. 

But  h»  asserted  \hat  the  U.S.  has  no 
guarantee  of  wirjiing  theae  markets.  Said 

Biomscn.  H^here  1b  that  potential,  but 
to  wnat  extent  W)ll  Australia  cnT 
K»w  Zealand  be  jumpmg  into  tnase 
Tnajk^ta?"  Botli  co'JntnfeS  sell  milk  at 
pncea  ftr  bglQ'vv  thote  of  U.S.  farxa^rg. 

*We*re  Ptill  talking  price,  and  Trtx  not 

})arti:ular]y  enthused  about  an  S8 
arm  pnce/  suid  the  o^:oT>^mist. 
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The  U.S.  may  actuellv  losg  export 
sales  under  the  GATT  scenario. 
Th*t'»  b^^cause  the  iubftidired  Dairy 
Expert  Incentive  ProgrflLm  (DEIP) 
nmst  eufter  maBgive  vcluae  reduc- 
tions over  the  next  six  years. 

Because  of  GATT,  the  DEIP  wiJl  lose 
th(»  ability  to  sell  55  miUtoc  pounds  of 
Irutter  -  ft  T^wXiDXi  of  iccre  tLin  50% 
ccinpared  to  tbe'cvxii^nt  lirait- Allow- 
able nonfardrrtoilk-E>ES>-«de^will 
decline  by  more  then  100  million 
pounds  -  a  409bidecUne.-  ChMW  DEIP 
liinitt~riU  fttl>-by  two  aiUlion  pounds, 
&ud  whale  milk  powder  v.^  be  elitni' 
nftted  altogether  m  a  DEIP  item. 

While  not  all  of  the  DEIP  items  h«ve 
Actually  be«n  exported  in  recent 
years,  Bjonuon  argued  that  the  re- 
ductiona  are  likely  (o  have  a  price  Im- 
pact here.  While  the  awount  ofJgU 
expert  Eubsidief  will  fairirore  on  ft 
volume  basis,  the  perc^ntatre^  are 
n3uch  lower  compared. to  tbe  U.S. 
cuts.  That's  becaupe  th€_GftTT-  bas^ 
from  wh\<^  reQUCtiotu  are  bejig  made. 
Wftn  much  higher  for  the  Eurcoean^. 
B]om&on  oxpIaLned, 

yhis  i§  a  good  illuetrotien  that  the 
^yel.  playing  figid'  will  not  exist,'  N^ 
noted. 

When  Qjomaon  adda  It  all  up,  he  seoe 
the  U.S.  dairy  industry  with  a  4.1-bi]. 
licrv-poiind  annual  prciblem  atemming 
frorri  greater  imports  and  lesser  tubsi- 
di^  export  saleu.  With  the  six-year 
phaae-in,  fanners  won*t  feel  m^jor  im- 
pacts ovemigfat. 
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^Adjustments'  in  the  u&rket  over 
those  six  years  will  limit  the  milk 
pxlce  blows,  he  iorecAtt  '^tt's  ft  po- 
lite vey  of  wyin^  th&t  we're  either  go- 
ing to  dowAAlM  tKt  prodoetion  nd6  or 
ol»«  g3*ow  ih»  market,'  Bjomson  tx- 
plaiaed.  Trmkly.  it  wiU  probably  bt 
a  combination  of  both.* 
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March   25,    1954 


What's  GATT  going  to  do 
to  your  milk  check? 

by  Ho$r€^  DMkympn  iM 

Tx2  ^u^iUco  is  1^  tnit  U  tht  qu«ftfon  W)iIC!h 
hAS  be«o  OB  U^.  dilry  tonn^rr  tnifids  rvcr  tboe 
the  Urugv&y  Rtuad,  Ctn^rMl  Afr«efncci($  oc 

ttght  yoAtt  ftca  K«  OM  csa  rtvv  as  answer  yvt. 

Not  Po)y  U  U>et«  «  OATT  «grtcm«ttt  (FIm)  Kni 
or'th»  Uruguay  Ttound)  whkh  ecododc^  on  U^ 
^mb«r  U.  VH^,  Ibrtt  »bQ  ire  "deUlli*  po\  cpa* 
t&lacd  U  the  ruua  Act.  Tno«  drtAUi  an  la  w)iai 
*rt  kiic>wa  at  'eooaCry  KKvtftJts/  KpfcilSc  com* 
miUMots  to  which  Mcti  cottDtrr  agrfei  accord- 
i«8  to  tho  framrwork  specified  la  ]h»  Irxt  of  the 
Flaal  Act  afreomect  ca  Bfricultvc*  The  ^talU 
woni  be  lAoorpontf^  lolo  the  Dew  traCc  ureo* 
meat  twtil  April  25,  39Mi  CA7T  b&a  Aet  i  ^vi. 
•kA4l  iarpet  ^te  o<  July  1«  17^«  lor  InplemeBt* 
lag  the  Uruj;uay  Rouad. 

Hc?t'«  what  U  koown  about  ihe  axiremcou  The 
la^irmAl^Ofl  wmt  proviil»d  Sy  the  Katlonai  MUk 
/*ro4u<,>«r<  r^ertiijoD  and  lU  ftal(  ecot^omltt, 
Peter  VluUano.  T?ift  PXleratloa  h*5  be ?3  tcuv« 
thro'jj^hotit  t««  »4soitAtl«fyi.  (Tfevidiar  inpxii  dur. 
l&)t  ^^  tnUTf  prr;ccu.  Ttke  anal/AU  ol  hov  CATT 
wUl  Atroot  the  U.S.  iSatry  Indumy  and  Urm 
pr.cea  fcT  mnk  u  our  own. 

SxpoK  nbaldiea;  Ail  partlclpilloff  coutitriei 
(tkcr?  «rr  J17J  jt-uik  ]r«4v*oe  tJ^port  tobakjlot  by 
yi  pcrcfoi  In  vohL-nG  and  dQ  percf at  la  v»J\»c  over 
«lx  yitn  trcm  e.^^rtij?  l*v»u  d«nxc  t^  19W  to 
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IS^  LAM  period.  Ttn  »U-y«ttr  phfeft«4o  bctlu  45 
(CM  ti  thp  t3n>^)Mt  Lfi  flisallzc^. 

For  4Biry,  c«ublrt€S  will  ratke  th^  f  nb&ldv 
rrdtti'tlofs  lor  2»ur  Mp«r«tc  product  grovpx:  but- 
ter «ikd  butlcf^U,  bftuftt  dr/  mUk,  «h^M  ^nd 

TU  V4.  <u»d  rmo^AA  Comreunlty  wQl  hAvc  to 
r«3uce  tikrir  2tudslCl£«<l  ^tter  fxpons  cv?r  the 
sU  yt«r&  aooortitei  to  tb«  Ktvodulo  in  the  Uble. 

UJL  LC. 


I49ni4l  dry  nflk       2^7  149.9  (B^^    sn£.7 

Ohtoi*                      fJl  ««  MM     €72.4 

vyh9i«mlkp9««^   53.1  M 

xwwr  2.es«.7  2,C70.i 


Tbc  U3.  wia  rt^uce  5uti3i<3l2e<i  exports  U  buTicr, 
noeil£t  ^  railk*  cht<M  A&d  wboi«  mUk  po^^-d^r 
by  »4^  4L1  ::S.O  »ad  lOO  percoit  ovpr  »lx  rears. 
7h9  ZC  mult  roduc*  oo&lat  dry  m)U  b/  only  8 
percvni,  ?be«»«  by  a.6  p^rc«il  al4  other  dajry 
p:»6duett  by  M.l  p«rc«nt.  The  ECs  exi»rti  of  but* 
IfT  act)  bttUeroU  e«o  b«  1)  klft  t9  9^.)  mllUon 

7r^<vli»  but  It  tai  cxpMt^3  icfti  iLai  that  amouat 
la  rcotnt  yt»Aru 

Martft  Acc»a:  All  qoot^  (InclitJlfi^  {ifcUoh  ti 
qikous  lA  ihc  VS.)  variable  levifci.  linpcrt  l^nt* 
ti  ltd  cD«^r  MAtarlU  tr a^  banrieM  wtn  be  coa- 
\*trt<w  to  uriil-raic  Quoui  through  a  process 
colacd  *tarlI£}cation.^  Uekdct"  a  lariu*>au>  QboL&»  a 
spcdfkd  giiumuty,  the  tartfl-^jtiola  qMtklit>i  of  a 
parUctOar  product  may  be  Imported  each  ytar  at 
a  JMo  or  low  rate  oC  eufiofraa  d»ky  Uto  ihf  cotm* 
try  trxalifiUlzan^  Uve  taclll«rate  ^uota.  Imports  la 
excc»s  ol  the  tarU(*4«ota  n^^btity  duMnt  a  ay 
y^itkr  ¥rlU  b«  >ub)cct  to  a  comldcralAy  lil^brr  rate 
of  duty  icTkOira  ai  iht  ov«rq^tou  tarttL 

T^  Ijritr-ratc  qwota  lovtla  lor  each  country 
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«Rd  for  Mch  i)roduct  iu%Jv«  M  urlfflcitloi  muit 
\>*  at  lent t  «qti^  to  Ibe  lev^  ^  luiporu  durtec  tb* 
1?&4.1988  period  er  5  ptrt^ot  or  th«  couotiy's 
^mestlc  cMUumpUoai  of  Uw  unw  product  dor- 
IMT  tbc  ume  pmo4«  whichever  to  grtntcr, 

PDf  t<>aDUl«»  a&d  products  tor  whleb  imports 
rtpreiwat  lt»  Uip  9  pvrceal  «i  Opmcstte  eoo- 
iimption.  •ccfM  must  be  at  le^it  3  perttAt  tt 


;y.- 


•  !■«    V«, 


;;.  Tk«  oetTciUI  <>f  CATZ'tvr  dairy  u'a . 

dnlrr  frr*^««M  o^er  pMMOt  ^«oi»  amouU. 

.  WUh  (mportt  aow  amovottai  l»  t^  p«ra«ai 

.>f  pro£«ctk>r4  tbe  amovsi  %ci«L)a  rlM  U 

.^  ab«o«  1.7  p«rtitBi.  Oaaraatecd  marM 

.'  acf^'CM  l«r VX  «ifoHs  M  a  r«ra)i «( CATT 

'll«mld!mal/ ■.'..    ..•;  r  <s '.:»..•.•    •.-•  i 

: .%  •  It)!  Lt  bU7Jt«'fOMA>  ol  mUk  •qu>val«oi 

iiitacre  aU(Hrt«t  ia&9txm  VA.  iuh49?  OATT  ean 

.'  .ds  »«iAli»f  %irf  l9«v«T  Um  i&UJt  pf4c4«.  How  . 

.  .'i.canckT  li  iitg99is,  U  mil  osttdttltMS  ttmiJM  « 

^  '  the  aame  at  aov,  prloet  iro«)d  lia  a^ottt  9  fto 

;,  4  percent  Wwttf.  Wia  $U  mU^  CATT  wo«M 

.*eoM  you  Inn  'tf  u  u  Mitt  a  feiudx«d«  J  .  ^ 


co&i\impUCB  as  foott  at  tb«  agzr«meot  u  ifi  foroo 
und  muit  toUl  the  5>  pcrc^At  tn!iijinain  acceu  Ur» 
;tt  lU  ycArs  Utpr,  arou&d  tht  yckf  200(A 

The  mirii^t  fi<-(N?«B  ft{r«>«me0t  Also  spwilieji 
Uai  all  IsrLTfs  m>;st  W  red'jcfd  ewr  the  »lt-yc«p 
phAM-.iA  period  by  iia  avrra^  cf  .16  p?rc?al;  ench 
product !»  »ubfec(  to  A  mlALmutn  UrUr  rfdosttoa 
of  IS  p*-pc«Bt.  Tliflt  mcapi  t^  UJ5.  could  kwer 
tar l«»  on  e^ent',  (or  ex<i?tipk!|  ^  oul^-  :5  p«t?4ct 
as  lone  AS  11  natsc  a  lart^  tarllX  rtducUOQ  Aome- 
vhtft  cl9e  90  Uie  av«rae€  wai  H  porcoi  1. 

Stiif  hsve  qtioigi  •  •  • 

rb«  U.S.  nm»t  convert  hs  cvrr?ol  tmporl  qjo» 
Us  OB  che^^  tnho  lArilCf-raf e  ^\3f>iLa  at  th«  c\tfre&t 
loUU  gucu  Quimtlty  oC  t<25  nOUto*  pov^da  pw 
year.  This  fit^rt  rtprc»f otf  mof«  U»ii  >  pcrccati 
bMt  less  ihDQ  $  pcrccat.  of  VSi  donnf  tw  c^trso 
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consumpuoo.  T7m  ttnir^vctt  quantltiet  wM  rise 
It  maximum  Qf  39.2  por^sant.  At  the  end  of  tlK 
Xe«r^  they  vui  te  up  to  no .9  miuiga  pwtn^, 
with  5t  J  mllMeD  pouadi  Of  thft  toUl  due  to  *M 
CATT  agrrttnifnL 

Th«  ln?reAi«  wtU  b«  «llo«ate4  to  lodlvMoa) 
couatrki  tDd  to  todlv^Ml  cb««M  VArlet^« 

Imp^^rts  tfl  exceu  of  tirlfT-qwra  quiintnies  vui 
be  subject  to  •  Utlti  oi  IQS.6  per^nl.  T&c£» 

ovtr^uota  t»ur>  wui  be  reduced  by  the  muomuin 
19  percent  OVM  iU  y*iMr«.  Kotr^vAr,  In  tU  c«s«t 
(cr  t^iry  proOucts.  tte  ov«;rquoU  t^rUZs  wUi  b« 
h^h  cnouj:h  th«t  ImpaKa  la  »«octt  el  tb«  tariff* 
qoota  qu<iOtitle«  vUl  OQt  QQCtir. 

Tht  U&  tftuT^btiy  hM  IS  •uTttneot  wiU)  i'O^cO' 
tries  tliiit  export  ototM  to  tht  U.S.  viDdtf  A»ci«os 
}3  Quo'.Afl  thAt  ptrvcou  thco)  Jrvm  undercut Ud^ 
V,t,  uholeialf»  ^h^^Ji*  prJcM  If  tb<5y  tubalcilifr 
cxp^ty.  Th«  Uw|:va>'  H^jod  •frrrmcat  >froj»i 
<thls  prlce^uAd^TCUttiat  pioicciioo  for  U.3.  ctec»e 
tm;>QrU.  Including  tht  a«w  Acf^ii  quA&tlU^i 
which  wUl  Li>  p^Ane^  kt  (>v«r  lU  yv«rs« 

L'nd^r  the  Ftnai  A<ct  trf«^n\eAt.  the  U.$.  ilto 
wUi  ccnvitf  I  nrreat  import  qvol«9  on  fMschc«*Q 
product?*  nch  At  t>«ti«r  «ad  AonfAt  dry  milk,  to 

pouodi  mort  ctf  mUXJ«t  wUl  be  ftllo^rd  Into  the 
VS.  thnn  uadtr  curreot  quoUi  lui  i2K-r#AM  ol  Stt 
pcrttf&t.  NOBlAt  mux  t«fiiai  Hm  9.4  percent  tc  30;2 
mUllA  ^Kxu^  from  37.6  miillMi  poua<h  Allowed 
u&Oer  currvat  quotts. 

Th^M'  perceatsee  rises  in  mUldfit  ADd  ooafat 
mlU  svZids  wlU  be  AUeeated  Amcag  inth  and 
Irof^a  cream*  frVAporAted  aoo  ccndcnsed  miliu 
avofoi  dry  mUHtf  dri*d  whole  miJk«  dried  treani. 
aned  vhe/  Aad  butterml]K«  tjuttcr,  battvroU  aod 
b«u»r  tubjitltut^t,  articles  o!  mllK  Afid  crcem, 
chocolate  cnicnbi  milk  xtiihott  Iced,  ice  cream 
Mw5  mixtures  ccDtalnIn;  5  to  4$  perc^t  mUklat. 

f^r  dairy  predicts  aot  s«hject  to  Section  22 
quotas  ana  Dot  sublec:  to  rArrineaUQs.  tbe  U.S. 
'Will  rtdvoe  tavtf  ts  fay  the  nlAlmum  required,  15 
percent,  over  $  ywrt . 

Tb««e  prod«ct'i  i6clude  Cutf  mtlk:  yogurt  not  in 
drted  form;  fiuld  buttermlK'  Icrmentwd  ml]k  not 
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in  dri^  toita;  whty  pr«teln  cocc<atr«l«:  nuio 
whey;  aukproUUc^^^nirBtc;  'pi^^'^tB  ol  &9(- 
ural  milk  tottttitutnti  (ool  rfr&trictcd);  frcan. 
|trA(<d«  pov^Aeit^  Of  prcoe'iMd  cM«»«  act  lubject 
(9  itatricuoa;  StUton  che«£f  produced  in  i^ 
Ualt»4  Kifl|dom:  cprt*L&  typts  of  ^ryhCtk. 
Cjctoit,  C4aan>«l9f(  nnd  Kokkeloft  che^aet; 
CoyjL  ekeea*  lA  orl^laal  }^vei:  cAoooJaie  milk 

ChocoUU  blMk^  cAMlo  siad  lacUlbumla  now 
f<ei#t  tbo  Ui>.  quota  «Bd  duty 'free.  They  will 
tY^dn  fiti«  Impod  lUtvK  u&4«r  Uie  «f  rccmcai. 

lb  rtvlrw,  heMl  wbAt  CATT  BOfttuiort  xnvc 
up  lilCcctiAi;  cUlry:  M.l  ralUloa  moro  ^ouadi  of 
obeeotr  as.B  mIIU«)i  more  pO'JAtft  of  tniDtikt  taii 
HbJt  uUUmi  moKt  pcudds  of  lofU&t  milk  fcildt  c»b 
tmcT  ftbe  li^  At  the  «od  of  the  §ixih  year  ot  (he 
f^ocm^al:  Utn  &»&  p rw^ntty  do  so  wlOi  qbotai. 

MUk  tfiulvAlcfit  00  a  total  solids  ^dsU  U  U  bu- 
tton t>ou>di.  Imports  la  1993  wtr«  ^ual  to  about 
4.3  blO^OQ  p9'«i&<ls  of  milk  «^\dva;oai  (lotdl  t^Udi 
¥«iili).  llMrofete,  CATT  wfii  allow  about  28  per- 
t<Dt  more  Imporli  th^  under  owreat  quettt. 

Ttif  KC  f  tm  vUt  bf  abl»  to  nibfildizr  coIls)do^ 
able  ^uaotlUrt  dl  dairy  rxport»>  Mov<^ir«c,  ihooc 
«ubildy  dollar  a  mounts  tn\iH  be  reduced  by  36 
per:«f.t  fnoin  tb«  hASt  Iwtli. 
.  Tiw  U^.  d*Uy  lodustry  rwQtvtd  vvry  Ultle  la 
rrt\3ra  ^m  tho  CATT  zicgotUUofift: 

Arouod  the  rojrld,  tb«  U.5.  dairy  l&dastry  will 
rtcclre  UrVS  C'JH  tor  all  dairy  eiporti.  However, 
thoi«  txpcrt  markets  ^ft  not  for  luaraofeod 
tCf^A.  XJS*  ex7ort£>rt  WIIL  b«  In  ccmpcuuoti  with 
oUjwt  ooutoirle*  rvtvtrf  dairy  piH>due(A  to  Mport  >i 
hl^kcf  mtfildlei  and  kt  Qa^ntitiH  ncttcr  than 
aa^>*rtd  tor  the  UJB,  ytJ^er  CATT. 

la  return  JOf  jrWiat  up  li  biuiofl  pounds  o(  the 
U.S.  iti&rtet.  Geivrva  otfcUittn  gAlAod  little  In 
D«w  BurTctfU.  All  tt>e  U.S.  dairy  industry  kas  for 
ffuaraUood  aeeec?  la  in  Japaa  lor  83  mlllloa 
pou(4»  of  ict  crcAin  mU  powder  aod  d.9  ailUicn 
>Mibda  d  wbey  powder. 

Uiftder  tho  rta«)  Aet  Agreement  od  iis:^u2tur«. 
parlielpanti  wiA  commit  to  n*duc€  thrir  docnesUc 
f ^p^orla  ha  afncultvre  by  30  percent  over  tbe  alx 
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XfAi-i  from  tM  2^*1^  t>*««  U.R.  Alrc»4y  hAs 
rpduccd  klfi  domestic  support  by  mcr«  m«6  20 
perctot.  IVr^iore*  m  chA&flCf  hn  sood^d  tn  the 
dairy  &rlce  mpport  or  other  agrkulturml  com- 
modliy  prof ramf* 

8«a2Ux7  ^ttiMutnTM  mut  be  »ppUed  only  to  pro- 
tect fitf&aa.  ttolnuu  or  plast  t/toiv\  una  ihoulti  be 
W^jN  Ob  ooubd  Mtonoo.  F'or  o^crtplt.  tmdcr  ttve 
i^r^ Bwct,  0  e<'u&trx  thit  impotca  o  ban  on 
Impoif  9f  dotr/  pn^ueti  frdm  ocustriei  In  irhkh 
rtco»)0Uk4£At  ^Uc  oomftlotroplA  U  Opprov^ 
wo«)^  bo  daidlofvetd.  "W 
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GATTtv/llK.XLS 


Dairy  Import  increases  under  Uruguay  Round 


Tariff  Rate  Quotas  (TRQ)  in  Metric  Tons  (MT) 
Source:  NMPF 12/22/93  analysis 


Category 


£U£C£m 


TRQ 


%^ 


Cheese 


110,000;      N/A 


N/A 


Non-Cheese.  Mllkfat        S.200     13.000' 
Non^Cheese,  r4onrat      12.6161    1 6.1 00^" 


150% 


29% 


141,000 


22,800 


26,800 


28% 


338% 


114% 


Total 


127.716!    29100      N/A 


190,600 


.^^H 


Access  Provisions  for  Non-Cheese  Items 


Metric  Tons  (MT) 


Source:  Other.  Confirmed  by  senior  USD  A  S^'y,  official. 


HsySusi 


Butter 


321 


Butter  Oil 


Nonfat  DfY  Milk 


544 
'820" 


Whole  Milk  Powder 


Total 


1.688 


'3,500 
T.500 
_500" 

'9.500' 


iLfi 


'543%'      6,100 


7,000 


83%       5.500 


49% 


2081% 


1021% 


571% 


16567%;      3.000 


99900% 


463%l     21.600 


1180% 
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TESTIMONY  OF  ROBERT  WATTS 

CHAIRMAN 
RICE  MILLERS'  ASSOCIATION 


Good  Morning  Mr.  Chairman,  my  name  is  Robert  Watts.  I  appear  here  this 
morning  on  behalf  of  the  Rice  Millers'  Association  (RMA)  and  the  U.S.  Rice  Producers' 
Group  (USRPG).  RMA  is  the  national  trade  association  of  the  U.S.  rice  milling 
industry.  Members  are  both  farmer-owned  cooperatives  and  privately  owned  mills, 
as  well  as  affiliated  companies  engaged  in  inspection  and  freight  services, 
warehousing,  exporting,  food  manufacturing,  equipment  manufacturing,  port 
authorities,  stevedoring,  shipping  and  other  industry  representatives.  The  U.S.  Rice 
Producers'  Group  consists  of  rice  producers  and  affiliated  groups  in  the  principal  rice 
producing  states. 

I  am  currently  serving  as  Chairman  of  the  Board  of  the  Rice  Millers' 
Association.  I  live  and  work  in  Houston,  Texas  where  I  am  Vice  President  for 
Commodity  and  International  for  Riviana  Foods  Inc.,  a  rice  milling  and  marketing  firm. 

U.S.  Rice  Trade  Background 

The  U.S.  rice  industry  has  faced  the  rigors  of  international  competition  for 
many  years  and  has  maintained  a  15  to  20  percent  share  of  world  trade.  Today,  U.S. 
rice  is  sold  in  1 16  countries  and  our  industry  is  widely  recognized  for  quality  and  as 
a  reliable  supplier.  Having  a  major  stake  in  international  trade,  the  U.S.  rice  industry 
believes  it  was  important  a  good  GATT  agreement  be  reached  in  the  Uruguay  Round. 

The  U.S.  is  a  competitive  international  rice  marketer  in  spite  of  extensive 
government   intrusion    in    the    production    and    marketing    sectors    of   our   export 
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competitors,  current  customers,  and  potential  customers.  Unfortunately,  the 
damaging  effects  of  such  intervention  will  not  be  completely  repaired  with 
implementation  of  the  Uruguay  Round  Agreement. 

U.S.  Rice  Trade  Concern 

While  the  end  of  import  bans  in  Japan,  South  Korea  and  hopefully  other 
countries  provide  a  great  deal  of  optimism  for  an  expanded  and  strengthened  world 
rice  market,  there  are  a  number  of  trade  practices  among  other  countries,  most 
notably  the  European  Union  (EU),  Thailand,  Vietnam  and  others  which  give  rise  to  our 
concern. 

Although  agricultural  export  subsidies  have  been  disciplined  by  the  Uruguay 
Round  agreement,  they  have  also  been  legitimized  by  it.  Their  continued  use,  at  a 
lower  volume  and  expenditure  rate,  will  continue  legally  sanctioned  throughout  the 
implementation  period.  We  have  every  reason  to  believe  the  EU  will,  in  fact,  take 
every  opportunity  to  fully  capitalize  on  this  new  international  understanding  regarding 
export  subsidies. 

Mr.  Chairman,  it  is  critical  that  the  U.S.  government  act  to  protect  the 
international  market  interests  of  U.S.  agriculture  by  fuFly  utilizing  export  assistance 
allowed  in  the  Uruguay  Round  agreement.  We  urge  the  use  of  each  and  every  GATT 
legal  tool  to  maximize  exports  of  U.S.  rice.  This  includes  aggressive  use  of  the  Export 
Enhancement  Program  (EEP)  when  necessary.  The  EEP  has  helped  the  U.S.  maintain 
important  markets  in  the  Middle  East,  Eastern  Europe  and  the  former  Soviet  Union, 
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in  spite  of  heavily  subsidized  EU  competition.  It  is  critical  that  the  U.S.  not 
unilaterally  disarm  while  the  Europeans  fully  utilize  every  export  subsidy  permitted 
under  the  GATT  agreement. 

To  that  end,  we  recommend  that  the  Uruguay  Round  implementing  legislation 
include  provisions  to  reform  the  EEP  program  so  that  it  no  longer  is  limited  as  it  is 
now  to  discouraging  unfair  trade  practices  by  other  exporting  countries.  In  the  future 
many  export  subsidies  of  other  countries  that  were  considered  unfair  trade  practices 
will  be  permissible  so  long  as  they  do  not  exceed  the  limits  prescribed  in  the  Uruguay 
Round.  In  the  case  of  rice,  in  particular  we  request  that  the  EEP  program  be  made 
available  for  use  in  all  markets  where  the  U.S.  faces  subsidized  competition  from 
other  countries  such  as  Vietnam  and  Thailand.  EEP  has  never  been  used  against 
Thailand  or  Vietnam  in  spite  of  ample  evidence  of  export  subsidies  and  subsidized 
state  trading. 

To  encourage  full  use  of  the  program,  we  recommend  that  the  EEP  legislation 
also  be  amended  to  require  the  Secretary  each  year  to  make  use  of  the  full  amount 
of  funds  and  commodities  that  may  be  used  for  agricultural  export  payment  pj'ograms 
under  the  Uruguay  Round.  We  would  like  to  see  in  legislation  what  the  Secretary 
recently  promised  at  a  recent  hearing  before  this  Committee,  namely  that  he  would 
use  EEP  to  the  maximum.  As  you  know,  the  Uruguay  Round  Agreement  requires  a 
reduction  of  36  percent  in  outlay  commitments  and  of  22  percent  in  volume 
commitments  over  a  six  year  period.  Overall,  it  means  a  36  percent  reduction  from 
approximately  one  billion  dollars  that  is  authorized  to  be  used  in  the  first  year.    In  the 
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case  of  rice,  it  means  a  reduction  from  $15.7  million  in  the  first  year  to  $2.4  million 
in  the  sixth  year  and  a  similar  reduction  in  volume.  We  should  not  allow  these  funds 
to  be  lost. 

We  also  favor  continued  funding  for  other  market  development  and  market 
expanding  programs  such  as  the  Market  Promotion  Program  (MPP)  and  Foreign 
Market  Development  Program  (FMD).  The  U.S.  must  continue  to  use  programs,  such 
as  these,  that  are  allowed  by  Uruguay  Round  Agreement  in  order  to  keep  pace  with 
our  competitors.  If  we  do  not,  we  will  lose  past  gains  and  future  battles  in  important 
markets. 

The  rice  industry  also  believes  that  U.S.  food  aid  program  funding  levels  must 
not  be  reduced.  Maintaining,  or  even  increasing,  funding  for  food  aid  programs  is 
consistent  with  a  commitment  made  to  developing  countries  that  the  Uruguay  Round 
Agreement  would  not  adversely  affect  the  availability  of  food  aid.  Numerous  studies, 
including  reviews  by  the  Food  and  Agriculture  Organization  and  the  International  Food 
Policy  Research  Institute  concluded  that  the  poorest,  food  importing  countries  will  be 
adversely  affected  and  will  require  special  treatment.  Food  aid  programs  fit  within  the 
so-called  "green  box"  and  are  not  considered  trade  distorting.  The  GATT 
implementing  legislation  should  acknowledge  and  confirm  the  U.S.  commitment  to 
increasing  global  food  aid  levels. 

U.S.  Rice  Position  on  Uruguay  Round  Agreement 

The  U.S.  rice  industry  has  been  a  strong,  proactive  supporter  of  U.S.  efforts 
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in  the  Uruguay  Round  since  the  outset  of  the  negotiations.  While  the  Agreement  falls 
short  of  the  original  U.S.  objectives,  the  industry  fully  supports  the  agriculture 
provisions  because  of  the  progress  they  will  make  in  providing  greater  access  to  rice 
markets  of  GATT  member  countries.  By  not  allowing  provisions  granting  exceptions 
for  rice,  market  access  provisions  of  the  Agreement,  if  fully  implemented  as  the 
industry  currently  understands  them,  will  establish  new  and  expanded  opportunities 
for  rice  exports. 

We  believe  the  removal  of  import  bans,  conversion  of  non-tariff  barriers  into 
tariff  equivalents,  reduction  of  tariffs  and  the  decline  in  subsidized  exports  will 
significantly  expand  and  improve  the  global  rice  trading  environment.  We  urge  the 
U.S.  Government  to  aggressively  seek  to  build  on  the  progress  that  has  been 
achieved  with  this  Agreement  in  future  negotiations.  Moreover,  given  the  likely  entry 
of  Taiwan  to  the  GATT  in  the  near  future,  the  U.S.  rice  industry  expects  the  U.S. 
Government  to  obtain,  as  a  condition  for  accession,  an  agreement  that  provides  for 
clear  and  significant  rice  market  access. 

Based  on  the  information  available  as  of  today,  we  find  the  agreement  to  be 
reasonably  equitable  and  reciprocal.  While  there  are  clearly  different  levels  of 
concession  required  of  some  countries,  we  are  satisfied  that  reduced  concessions 
offered  by  developing  countries  relative  to  those  offered  by  the  U.S.  are  generally 
appropriate. 

With  regard  to  market  access  concessions  offered  by  developed  countries  as 
of  today,  we  believe  there  is  generally  an  acceptable  level  of  equity  and  reciprocity. 


279 


For  example,  although  Japan  was  not  subject  to  immediate  tariffication  and  a  tariff 
reduction  schedule  under  the  terms  of  the  Agreement,  Japan  offered  a  larger  quota 
than  required  under  the  Dunkel  formula.  We  find  this  arrangement  to  be  adequate 
reciprocity.  However,  the  industry  has  reservations  over  South  Korea  obtaining 
developing  country  status  with  respect  to  the  agricultural  provisions  of  the 
Agreement,  a  development  which  has  enabled  that  country  to  avoid  the  more 
stringent  disciplines  imposed  on  developed  countries. 

With  regard  to  the  European  Union,  the  EU's  commitment  to  maintain  its 
current  import  access  levels  for  rice,  while  a  positive  development,  falls  short  of 
meeting  the  Uruguay  Round  objective  of  expanding  market  access  opportunities.  The 
industry  requested  a  tariff  rate  quota  system  be  established  by  the  EU  to  satisfy  the 
market  access  objective  of  the  negotiations.  However,  the  EU  rice  market  access 
provisions,  including  a  bound  tariff  schedule  and  a  bound  margin  of  preference,  could 
generate  additional  market  access  if  implemented  as  the  U.S.  rice  industry  currently 
understands  them. 

We  are  concerned  that  market  access  commitments  and  mechanisms  for  some 
countries  are  not  complete.  And  we  believe  it  is  inadequate  for  those  countries  to  be 
allowed  to  have  binding  commitments  offering  less  access  than  a  GATT  member  of 
comparable  economic  status  using  the  EU,  Japan  and  Korea  as  models. 

Funding  the  Uruguay  Round  at  the  Expense  of  Agriculture 

It  has  come  to  our  attention  that  the  Administration  has  under  consideration 
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various  proposals,  to  offset  the  loss  of  $14-$16  billion  in  lower  revenues  due  to 
reductions  in  existing  U.S.  tariff  levels.  One  of  these  proposals  we  understand  would 
require  significant  reductions  in  current  farm  and  related  programs  to  help  offset  a 
major  portion  of  these  revenue  losses.  The  reduction  would  far  exceed  the  revenue 
losses  due  to  lower  tariffs  on  agricultural  imports  which  account  for  only  5  percent 
or  less  of  the  estimated  $14-$  18  billion  in  revenue  losses. 

We  cannot  emphasize  enough  how  strongly  we  oppose  any  such  requirement. 
It  would  be  completely  contrary  to  the  Administration's  repeated  assurances  to 
agriculture  throughout  the  negotiations  relating  to  the  GATT.  In  meeting  after 
meeting,  we  were  repeatedly  assured  that  the  new  GATT  agreement  would  not 
require  any  further  reduction  in  domestic  income  and  price-support  programs.  At  the 
same  time,  the  Administration  consistently  emphasized  its  commitment  to  fully  and 
aggressively  utilize  the  full  range  of  authorities  under  GATT  to  maintain  U.S. 
agriculture's  ability  to  remain  competitive  in  the  international  marketplace.  If  the 
proposal  should  be  effectuated  all  these  assurances  would  become  empty  promises, 
and  many  in  the  agriculture  sector  would  seriously  question  the  gains  that  have  been 
advertised  to  result  from  the  new  GATT  agreement. 
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Conclusion 

In  summary,  we  urge  Congress  to  approve  the  Uruguay  Round  agreement  but 
require  the  administration  to  (1)  reform  the  EEP  to  require  full  utilization  of  all  allowed 
export  assistance;  (2)  reject  any  attempt  to  require  agriculture  to  pay  for  the  loss  in 
tariff  revenues,  attributable  to  the  Uruguay  Round,  other  than  losses  on  agricultural 
imports;  and  (3)  accept  nothing  less  than  full  compliance  by  all  GATT  members  with 
terms,  conditions  and  provisions  established  for  their  GATT  determined  economic 
status. 

Thank  you  Mr  Chairman  for  this  opportunity  for  the  rice  industry  to  make  its 
concerns  and  hopes  known  to  you  and  the  Committee  regarding  the  Uruguay  Round 
agreement.    I  will  be  happy  to  answer  questions. 


282 


Rational  Association  of  Wheat  Growers 

■^  '^     415  Second  Street.  N.E..  Suite  300.  Washington.  D.C.  20002.  (202)  547-7800 

TESTIMONY  OF  CHUCK  MERJA 

SECRETARY-TREASURER 

NATIONAL  ASSOCIATION  OF  WHEAT  GROWERS 

Before  the  Committee  on  Agriculture 
United  States  House  of  Representatives 

April  20,  1994 

Thank  you  for  the  opportunity  to  discuss  the  Uruguay  Round  agreement  and  its 
impact  on  U.S.  agriculture.  My  name  is  Chuck  Merja.  I  am  a  wheat  and  barley 
producer  from  Sun  Valley,  Montana.  I  appear  before  you  today  as  Secretary-Treasurer 
of  the  National  Association  of  Wheat  Growers. 

The  goal  of  the  Uruguay  Round  was  to  achieve  greater  liberalization  of  trade  in 
agriculture  and  to  bring  all  measures  affecting  import  access  and  export  competition 
under  strengthened  and  more  operationally  effective  GATT  rules  and  disciplines. 

We  believe  that  this  goal  was  attained  on  both  points,  but  that  the  results,  even 
at  the  end  of  the  six  year  implementing  period,  will  be  fairly  modest,  especially  for 
export-dependent  commodities  like  wheat.  The  U.S.  farmer's  ability  to  export  to  new 
and  established  markets  will  be  largely  determined  by  how  the  administration  and 
Congress  intend  to  proceed  on  the  implementation  of  the  Uruguay  Round  agreement. 

In  order  to  meet  its  obligations  under  the  Uruguay  Round  and  to  remain 
competitive  in  an  only  slightly  less  hostile  world  trading  environment,  the  U.S.  has 
agreed  to  accept  staged  reductions  in  the  annual  volume  and  value  of  the  export 
enhancement  program  or  EEP.  According  to  the  Uruguay  Round  Final  Act,  the  U.S. 
will  be  required  to  cap  its  EEP  volumes  and  values  at  specific  base  levels  and  to 
reduce  these  amounts  by  21  percent  in  terms  of  volume  and  36  percent  in  terms  of 
value  from  the  levels  maintained  in  1992.  In  the  case  of  wheat,  when  fully 
implemented,  the  new  GATT  agreement  will  have  curtailed  European  wheat  subsidies 
by  an  amount  roughly  equivalent  to  a  poor  wheat  crop  in  Italy.  In  other  words,  not 
very  much.  Moreover,  the  GATT  accord  will  do  nothing  to  discipline  the  unfair 
practices  of  monopolistic  state  trading  agencies  or  other  countries  who  employ 
predatory  pricing  practices  to  enhance  world  market  share. 

It  is  our  understanding*  that  the  administration  currently  plans  to  recommend 
revisions  to  the  EEP  in  the  implementing  legislation  so  that  it  meets  U.S.  obligations 
under  the  GATT  agreement.     We  believe  that  it  is  imperative  that  the  legislative 
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authority  for  EEP  be  revamped  to  reflect  broader  market  development  and  export 
expansion  objectives  as  well  as  to  be  funded  at  levels  proscribed  by  the  Uruguay 
Round  reduction  schedule.  Such  action  will  ensure  that  the  U.S.  will  be  able  to 
maintain  its  current  competitiveness  and  be  in  a  position  to  take  advantage  of  the 
growth  in  the  non-subsidized  share  of  the  world  market. 

We  strongly  recommend  that  the  Uruguay  Round  implementing  legislation 
amend  the  statutory  authority  for  EEP  to  include  the  following  objectives: 

1.  EEP  must  be  redefined  to  focus  on  foreign  market  development  and 
export  expansion.  The  statutory  definition  of  EEP  as  a  "response  to 
unfair  trade  practices"  has  restricted  use  of  the  program  to  countries 
where  U.S.  exports  have  been  displaced  by  the  European  Community's 
subsidy  programs.  Now  that  EEP  is  no  longer  needed  as  a  trade  policy 
tool,  there  is  an  appropriate  role  for  EEP  in  developing  foreign  markets 
and  expanding  exports.  This  purpose  will  allow  the  U.S.  to  compete 
more  effectively  and  on  near  equal  terms  with  all  exporting  countries, 
especially  those  left  undisciplined  by  the  Uruguay  Round  commitments 
on  export  subsidies. 

2.  EEP  operations  must  be  broadened  to  include  all  foreign  markets  and 
streamlined  to  increase  effectiveness.  Targeting  of  EEP  solely  against 
the  unfair  trade  practices  of  Europe  has  prevented  competition  in  key 
markets,  reducing  export  volume  and  increasing  costs.  Moreover, 
targeting  has  required  approval  by  other  agencies,  a  time-consuming  and 
often  public  process  that  allows  other  exporting  countries  to  undercut 
U.S.  prices  and  complete  export  sales.  Opening  EEP  up  to  all  markets 
would  eliminate  the  need  for  inter-agency  approval,  allowing  more 
efficient  use  of  funds  available  for  the  program. 

3.  EEP  funding  must  be  made  available  and  reguired  to  be  used  to  the  full 
extent  permitted  by  GATT.  The  amount  of  outlays  permitted  to  be  used 
for  export  subsidy  programs  during  each  year  of  the  implementation 
period  is  specifically  identified  by  commodity-sector  in  the  GATT 
agreement.  In  order  to  maximize  U.S.  competitiveness,  funding  provided 
for  these  programs  in  each  fiscal  year  must  equal  or  exceed  the  total 
amount  permitted  to  be  used.  In  addition,  all  funds  made  available  must 
be  required  to  be  obligated. 

4.  Outlay  reductions  in  EEP  reguired  during  the  GATT  implementation  period 
must  be  redirected  to  fund  "green  box"  agricultural  export  programs. 
The  need  for  government  assistance  in  maintaining  the  competitiveness 
of  U.S.  agricultural  exports  will  not  decline  as  EEP  outlays  are  reduced. 
Many  of  the  trade  practices  of  other  exporting  countries  are  not  subject 
to  GATT  discipline.  The  role  of  export  promotion  activities,  in  particular 
the  foreign  market  development  program,  and  food  assistance  programs 
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in  supporting  private  sector  efforts  to  access  foreign  markets  will  only 
become  more  important  as  U.S.  export  subsidies  are  phased  down.  The 
NAWG  strongly  supports  a  requirement  in  the  GATT  implementing 
legislation  that  funds  equivalent  to  required  reductions  in  EEP  and  other 
subsidy  programs  be  shifted  to  export  development  activities  not  subject 
to  reduction  under  GATT. 

On  this  point,  we  are  discouraged  by  the  administration's  decision  to  cut 
support  for  "green  box"  export  promotion  programs  in  its  budget  for  fiscal  year  1 995. 
In  its  budget  request,  the  Department  of  Agriculture  reduced  its  funding  for  the  foreign 
market  development  program,  the  market  promotion  program,  and  the  PL-480,  Food 
for  Peace  program  by  $320  million.  It  completely  eliminated  the  sunflower  oil 
assistance  program  and  the  cottonseed  oil  assistance  program.  It  is  disturbing  to  see 
the  United  States  unilaterally  disarming  its  export  programs,  particularly  those 
programs  permitted  by  the  GATT,  ahead  of  the  implementation  of  the  Uruguay  Round 
agreement.  The  NAWG  strongly  urges  the  administration  to  take  a  highly  aggressive 
stance  in  the  operation  of  the  EEP  prior  to  the  Uruguay  Round  agreement  entering  into 
force.  Unless  the  unrestrained  export  practices  of  our  competitors  are  effectively 
countered  in  this  interim  period,  the  U.S.  will  enter  the  implementation  period  with 
fewer  resources,  potentially  higher  stocks  overhanging  the  U.S.  market,  and  a  sharply 
reduced  share  of  the  world  market. 

In  closing,  I  would  like  to  say  a  few  words  about  the  recent  reports  we  have 
heard  regarding  various  proposals  the  administration  is  considering  to  pay  for  the 
implementation  of  the  Uruguay  Round  GATT  agreement.  We  understand  that  the 
administration  could  propose  to  cut  support  to  U.S.  agricultural  programs  by  amounts 
as  high  as  $4.8  billion.  In  other  words,  the  White  House  may  ask  agriculture  to  bear 
the  burden  of  one-third  of  the  funding  offsets  necessary  to  implement  a  trade 
agreement  while  tariff  revenue  losses  from  agricultural  imports  account  for  only  about 
5  percent  or  lessof  the  estimated  total. 

According  to  USDA's  own  analysis,  wheat  farmers  can  only  expect  to  see  their 
income  increase  by  some  six  percent  by  the  end  of  the  six-year  implementing  period. 
What  benefit  could  possibly  accrue  to  U.S.  wheat  producers  from  this  agreement  if 
they  had  to  accept  unilateral  cuts  in  support,  while  the  competition  remained 
untouched?  Furthermore,  three  Presidential  administration  have  assured  U.S. 
agriculture  that  it  would  not  have  to  take  additional  reductions  in  support  above  those 
already  taken  in  since  1985. 

Again,  I  would  like  to  thank  you  for  the  opportunity  to  appear  here  today.  We 
look  forward  to  working  with  the  administration  and  this  committee  as  we  move 
toward  passing  the  Uruguay  Round  implementing  bill. 
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Thanic  you  Mr.  Chairman  for  holding  this  hearing  and  allowing  the  American  Corn 
Growers  Association  (ACGA)  to  testify.  I  am  David  Senter,  director  of  Congressional 
Affairs  for  ACGA.  The  ACGA  is  deeply  concerned  about  the  final  draft  of  Uruguay 
Round  of  the  General  Agreement  on  Tariffs  and  Trade. 

Over  the  course  of  the  negotiations,  our  organization  has  monitored  the  talks  very 
closely,  traveling  to  Geneva,  Tokyo  and  other  cities  around  the  globe  to  find  out  exactly 
what  was  being  proposed,  what  impact  this  would  have  on  world  trade,  and  how  this 
would  affect  America's  family  farmers,  especially  those  producing  corn  and  other  feed 
grains.  Frankly,  we  have  been  shocked  by  the  blatant  anti-farmer  proposals  that  have 
been  made  by  both  our  own  government  and  by  other  governments  around  the  world. 

Our  members  have  written  thousand  of  letters  to  the  Reagan,  Bush  and  Clinton 
Administrations,  and  to  members  of  Congress,  describing  the  specific  concerns  that 
we  have  with  this  treaty.  The  problems  created  for  America's  family  farmers  and  rural 
communities  will  be  numerous. 

This  treaty  which  includes  the  Bush  Administration's  proposals  for  tariffication  will 
abolish  current  US  laws  controlling  the  imports  of  agricultural  products,  such  as  our 
Section  22  provisions  in  the  Farm  Bill  and  the  Meat  Import  Act,  replacing  these 
effective  laws  with  ineffective  tariffs  that  would  then  be  phased  down  or  out  over  time. 
Given  the  ease  in  which  countries  can  move  the  value  of  their  currencies,  tariffs  are 
simply  an  ineffective  means  of  maintaining  an  effective  and  balanced  control  over 
imports  in  sensitive  industries.  This  ineffectiveness  of  tariffication  was  recognized  by 
the  60  US  Senators  who  wrote  to  the  previous  Administration  informing  them  that  they 
would  not  accept  any  attempt  by  GATT  to  use  tariffication  to  weaken  Section  22. 

The  GATT  agreement  mandates  minimum  imports  of  5%  of  domestic  consumption  for 
everything.  Currently  we  import  less  than  5%  in  dairy,  peanuts,  soybeans  and,  in 
some  years,  wheat,  3%  must  be  imported  and  raised  to  5%  within  6  years.  We  can 
convert  existing  controls  to  tariffs  but  these  and  other  tariffs  must  be  cut  by  36%  over  6 
years  with  15  %  minimum  cuts  for  every  item. 

The  GATT  deal  should  have  concentrated  on  reducing  and  ultimately  banning  export 
dumping,  but  it  did  not. 

Reducing  export  dumping  was  never  seriously  pursued.  The  only  area  efforts 
occurred  were  in  the  granting  of  direct  government  subsidies  to  exporting  firms.  Within 
6  years  budgetary  outlays  for  direct  export  subsidies  must  be  reduced  by  36%  and  the 
quantity  reduced  by  21%  compared  to  86-90  reference  period.  A  few  crops  the 
reference  period  was  moved  to  90-91  to  permit  a  increase  in  quantity  that  could  be 
dumped. 

The  US  agreed  to  a  peace  clause  to  not  challenge  GATT  legal  subsidized  imports  for 
9  years. 

We  oppose  the  direction  in  the  GATT  deal  to  move  to  direct  welfare  type  decoupling 
payments.  Farm  programs  are  not  welfare  programs.  The  most  talked  at)Out  plan 
today  is  revenue  assurance. 
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The  sanitary  and  phyto-sanitary  provisions  in  the  agreement  is  completely 
unacceptable.  The  attempt  to  allow  imported  goods  to  enter  the  US,  with  weaker 
requirements  for  safety  than  required  of  US  producers  and  food  processors  is  absurd. 

The  sanitary  and  phyto-sanitary  measures  developed  in  the  Uruguay  Round  should 
not  be  used  to  permit  discrimination  against  domestic  production,  but  instead  should 
insure  that  countries  do  not  use  food  safety  standards  to  discriminate  against  either 
imports  or  local  production. 

If  federal  or  state  food  safety  standards  are  more  strict  than  global  standards  they  will 
be  open  to  GATT  challenge  sis  trade  barriers  when  applied  to  imported  foods.  This 
process  of  setting  ceilings  on  regulations  is  called  harmonization. 

Large  fluctuations  in  world  production  and  stocks,  especially  in  grains,  has  been  a 
difficult  crisis  to  manage  over  the  past  decade.  US  farmers  often  bear  the  brunt  of 
major  swings  in  supply  and  demand.  The  Uruguay  Round  has  failed  to  address  this 
serious  problem,  although  there  have  been  a  number  of  excellent  solutions  proposed, 
including  the  World  Food  Reserve  concept  put  forward  by  Senator  Conrad. 

The  final  agricultural  agreement  should  have  addressed  the  problem  of  how  to  fairly 
share  the  cost  of  maintaining  the  world's  food  reserve  and  the  problem  of  how  to 
equitably  share  the  burden  of  reducing  world  stocks  when  they  grow  to  levels  that  are 
market  disrupting. 

Family  farm  income  will  be  reduced.  The  reduction  will  be  through  cuts  in  price 
support  programs  and  elimination  of  import  controls.  The  agreement  mandated  a 
minimum  of  20%  cut  in  farm  programs  called  "internal  supports'. 

The  new  "Aggregate  Measure  of  Support"  (AMS)  will  look  at  every  local,  state  and 
federal  program  that  results  in  higher  agriculture  prices  or  lower  farming  expenses 
than  would  occur  without  government  intervention.  This  AMS  will  be  bound  and  then 
eventually  reduced  by  20%. 

A  major  flaw  in  this  program  is  once  the  AMS  is  bound,  it  will  be  frozen  no  matter  what 
increases  in  costs  farmers  may  face  in  the  future. 

When  you  look  at  environmental  and  conservation  requirements,  which  in  turn 
increase  input  costs,  this  is  a  big  ticket  Item. 

All  the  attention  has  been  paid  to  increased  markets,  but  what  about  our  domestic 
markets.  We  believe  that  mandating  imports  of  commodities  that  are  already  in 
surplus  will  only  lower  prices  and  increase  losses  to  farmers. 

More  volume  of  goods  will  lower  prices  throughout  the  world,  at  the  same  time 
allowing  more  imports  into  the  US. 
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Export  dumping  of  agriculture  products,  prohibited  under  the  previous  GATT,  is  now 
implicitly  approved  as  a  result  of  the  Uruguay  Round.  Although  GATT  Article  VI 
prohibits  the  selling  of  any  products  overseas  at  prices  below  the  cost  of  production, 
including  the  cost  of  marketing  and  a  fair  profit,  the  new  agriculture  text  is  written  to 
override  this  prohibition  by  approving  export  subsidies  and  below  cost  of  production 
pricing.  It  is  likely  that  there  will  be  an  actual  increase  in  the  percentage  of  export 
dumping  (PED)  which  will  drive  world  market  prices  even  lower.  Due  to  the  low  level 
of  price  demand  elasticity,  these  lower  prices  will  not  result  in  a  sufficiently  large 
increase  in  volume  to  make  up  for  the  lower  prices.  The  end  result  will  be  a  drop  in  the 
value  of  US  grain,  oil  seeds  and  other  exports. 

US  farm  groups  initially  hoped  that  the  Uruguay  Round  would  do  something  to  reduce 
the  high  level  of  export  dumping  of  grains,  dairy  and  other  farm  products  by 
corporations  based  in  the  US,  Europe,  and  other  countries.  Unfortunately,  the  final 
agreement  actually  permits  an  overall  increase  in  both  the  percentage  of  export 
dumping  in  some  crops  and  in  the  quantity  of  some  specific  commodities  that  can  be 
dumped.  For  example,  USDA  claims  that  they  will  be  able  to  provide  subsidies  to  US 
based  grain  exporting  corporations  to  dump  an  additional  7.5  million  more  tons  of 
wheat  under  the  final  deal  than  had  been  previously  agreed  to.  In  addition,  1.2  million 
tons  of  vegetable  oil  will  also  be  permitted  to  be  dumped  under  this  deal. 

The  most  troubling  aspect  of  this  treaty  is  the  attempts  to  "write  the  next  farm  bill"  in 
these  secret  negotiations.  This  treaty  makes  GATT  illegal  many  of  the  programs  that 
work  well  at  low  cost  to  taxpayers.  This  deal  is  an  end  to  food  secuhty  and  sets  in 
place  a  race  to  the  lowest  price  and  quality.  It  sets  up  a  intensive  farming  pattern  that 
threatens  all  efforts  to  move  to  sustainable  agriculture 

Most  public  officials  call  this  an  agreement,  but  I  believe  its  a  treaty.  It  overrides  local, 
state  and  federal  laws.  Sets  up  an  appeal  process  that  removes  it  from  the  US,  US 
courts  and  officials  and  into  a  new  World  Trade  Organization  that  will  set  their  own 
rules  whether  we  like  it  or  not. 

The  ACQA  will  oppose  passage  of  the  GATT  treaty  based  on  the  concerns  listed  in  this 
testimony. 

Thank  you  for  inviting  the  American  Corn  Growers  Association  to  testify  before  this 
committee.  If  we  can  be  of  any  assistance,  please  let  us  know. 
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Good  morning.  My  name  is  Bob  Drake.  I  am  a  cattleman  from  Davis,  Oklahoma, 
and  Pre.sident-Elect  of  the  National  Cattlemen's  A.ssociation.  We  represent  more  than 
230.000  cattle  producers  nationwide. 

Mr.  Chairman,  the  National  Cattlemen's  Association  supports  the  Uruguay  Round 
of  the  General  Agreement  on  Tariffs  and  Trade  (GATT)  because  it  represents  a  good 
business  opportunity.  During  the  last  decade  we  have  worked  aggressively  to  develop 
access,  and  expand  foreign  markets.  We  realize  economic  growth  in  our  indu.stry  is 
dependent  on  continued  growth  in  our  export  markets. 

In  1994,  the  U.S.  beef  indu.stry  will  export  12%  of  the  value  of  its'  production.  This 
compares  to  less  than  I  %  10  years  ago.  Expon  growth  has  been  result  of  hard  fought 
negotiations  gaining  access  to  markets.  We  cattlemen  know  our  product  can  compete  in 
the  world  market  if  given  a  fair  opportunity. 

Reducing  trade  barriers  and  gaining  market  access  have  been  and  will  continue  as  a 
top  priority.  It  is  in  this  spirit  of  new  market  opportunities  that  the  National  Cattlemen's 
Association  supports  this  GATT  agreement. 

The  Uruguay  Round  of  the  GATT  will  establish  guidelines  in  the  areas  of  market 
access,  export  subsidies,  sanitary  and  phytosanitary  measures.  Additionally,  U.S. 
agricultural  exports  will  benefit  from  a  number  of  bilateral  commitments  with  various 
countries. 

The  reduction  of  trade  barriers  will  allow  U.S.  commodities  .such  as  beef  and  beef 
products  greater  access  to  foreign  markets.  Under  the  GATT,  non-tariff  barriers  will  be 
converted  to  tariff  equivalencies  (tariffication).  This  will  force  counu'ies  to  maintain 
minimum  access  opportunities  where  there  was  little  or  none  in  the  pa.st,  and  it  will  ensure 
that  current  access  levels  are  sustained. 

Ail  tariffs,  including  tho.se  created  as  a  re.sult  of  tariffication,  will  be  subject  to  a 
minimum  reduction.  Developed  countries  must  reduce  tariffs  by  \57c  and  developing 
countries  by  10%.  Furthermore,  each  country  must  make  an  overall  average  reduction  of 
36%  for  developed  countries  and  24%  for  developing  countries. 

Japan,  the  large.st  beef  market  for  the  U.S.,  will  reduce  iLs  tariff  from  50%  to  38.5% 
throughout  the  six  year  implementation  period.  According  to  Chuck  Lambert,  Director  of 
Economics  for  the  National  Cattlemen's  A.s.sociation.  reduction  to  a  3S.5%  tariff  indicates 
that  annual  U.S.  beef  exports  to  Japan  will  be  53,000  meu"ic  tons  laiger  at  the  end  of  the  six 
year  period. 
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Similarly,  under  the  GATT,  South  Korea  has  agreed  to  gradually  expand  its  annual 
import  quota  for  beef  from  106,000  metric  tons  in  the  first  year  to  225,000  metric  tons  by 
the  year  2000.  The  U.S.  portion  should  increase  to  40,000  metric  tons  annually  in  the  final 
year  of  the  agreement. 

A  reduction  in  export  subsidies,  particularly  by  the  European  Union,  will  create 
equitable  competition  in  world  markets.  Export  subsidies  will  be  reduced  by  21%  in 
regards  to  quantity  and  36%  in  terms  of  budgetary  outlays.  These  subsidy  reductions,  to  be 
phased  in  over  the  six  year  implementation  period,  will  create  trade  opportunities  for  U.S. 
producers  who  are  more  efficient  than  producers  elsewhere. 

Likewise,  the  Uruguay  Round  establishes  a  strong  potential  for  further  reductions  in 
export  subsidies  through  future  negotiations. 

Under  the  Sanitary  and  Phytosanitary  (SPS)  Agreement  of  the  GATT,  any  trade- 
restricting  measures  used  by  an  importing  country  to  protect  human,  animal,  or  plant  health 
must  now  be  based  on  science.  This  provision  includes  the  use  of  risk  assessment 
techniques.  The  SPS  text  allows  for  countries  to  maintain  standards  which  are  stricter  than 
international  standards,  but  they  must  be  justified  by  science.  This  provision  will  prevent 
countries  from  using  "health  requirements"  as  barriers  to  trade  when  in  reality  they  have  no 
relation  to  health  protection.  We  urge  this  framework  be  used  vigorously  to  fmally  resolve 
the  US-European  Union  hormone  dispute. 

We  urge  you  to  adequately  fund  programs  which  fit  the  "green  box"  definition.  If 
the  beef  industry  is  to  achieve  the  export  market  gains  expected,  these  programs  are  vitally 
important.  The  Market  Promotion  Program  (MPP)  is  instrumental  in  developing  these 
markets  once  access  is  achieved.  Rest  assured  our  competitors  will  not  back  away  from  the 
commitment  to  get  their  fair  share  of  these  new  markets.  The  MPP  and  other  international 
programs  must  be  utilized  effectively  and  aggressively  if  this  round  of  GATT  is  to  be  judged 
a  success. 

As  the  process  moves  forward,  GATT  implementing  legislation  should  not  force 
U.S.  agriculture  to  bear  a  disproportionate  share  of  the  budget  costs.  We  find  it  ironic  that 
trade  agreements  would  be  judged  a  revenue  loser,  given  the  growth  opportunities  and 
expected  sales  of  U.S.  products  which  generate  revenue. 

Thank  you  for  the  opportunity  to  share  our  views. 
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Guuu  Murnmg.  My  name  is  Jim  Muilins.  1  am  nere  mOay  as  a  livestock  prooucer  from 
Corwith.  Iowa,  and  as  chairman  or  the  United  States  Meat  Expon  Federation.  Also  with 
iTie  today  is  Maik  Gustaf'sctn.  Mr.  Gu.statson  is  senior  vice  president  ot  technical  services 
tor  tne  U.S.  Meat  Export  Federation 

USMEF  is  a  national  trade  ass(x:iation  responsible  tor  developing  foreign  markets  tor  U.S. 
red  meat  products.  With  its  headquarters  in  Denver.  USMEF  has  .seven  foreign  offices  in 
major  markets  around  the  world. 

We  very  much  appreciate  this  opportunity  to  comment  on  the  Uruguay  Rouna  and  its 
implications  for  the  U.S.  red  meat  indu.stry.  The  fact  that  this  latest  GATT  agreement 
took  more  than  seven  years  to  conclude  should  leave  little  doubt  in  anyone's  mind  about 
the  formidable  nature  of  international  trade.  As  you  well  know,  this  is  the  first  time  since 
the  GATT  was  initiated  in  1947  that  agriculture  has  been  pan  of  the  agreement.  This,  in 
and  of  itself,  is  a  major  achievement 

Does  the  Uruguay  Round  improve  our  outlook  for  red  meat  trade?  On  balance,  I  have  to 
say  yes.  The  agreement  does,  however,  fall  shon  of  our  expectations  in  several  areas.  I 
will  come  back  to  this  point  in  a  mmute,  but  first  let  me  start  i;n  a  positive  note. 

One  of  the  more  promising  aspect.s  of  the  Uruguay  Round  for  the  red  meat  industry  is  the 
section  which  contains  the  .sanitary  and  phytosanitary  provision.s.  These  new  rules  provide 
for  questions  of  food  safety  to  be  resolved  on  the  basis  of  .science,  rather  than  politics  or 
economic  factors.  We  have  learned  from  experience  how  fal.se  claims  of  food  safety  and 
public  health  can  be  used  to  severely  re.strict  trade.  The  European  Union's  ban  on  beef 
produced  with  growth  promotants  and  its  Third  Country  Meat  Directive  aie  clear 
examples  and  have  denied  the  U.S.  meaningful  access  to  the  European  Union.  ■ 

Under  the  Uruguay  Round,  the.se  disputes  are  to  be  .settled  by  an  independent  body  on  the 
merits  of  scientific  evidence.  In  the  ca.se  of  the  ban  on  beet  produced  with  growtn 
promotants,  the  evidence  overwhelmingly  supports  our  current  practice.  If  cairied  out  as 
intended,  the.se  provisions  for  dealing  with  questions  of  food  safety  are  very  positive  and 
will  benefit  trade  not  only  in  Europe  but  around  the  world. 

In  terms  of  market  acce.ss,  the  red  meat  industry  has  less  to  be  enthusiastic  about.  Let's 
look  at  the  beef  situation  first.  Japan,  Mexico,  Korea  and  Canada  account  for  93  percent 
of  total  U.S.  beef  exports.  Through  the  turn  of  the  century,  these  four  markets  will 
continue  to  repre.sent  the  beef  industry's  principal  targets. 

Under  the  GATT.  Japan  will  lower  its  current  duty  on  imponed  beef  over  the  next  six 
years  from  50  percent  to  3S.5  percent.  This  reduction,  which  amounts  to  less  than  2 
percent  a  year,  pales  by  comparison  to  a  reduction  of  10  percent  in  1992  and  yet  another 
iO  percent  reduction  in  1993. 
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The  potential  for  U.S.  beet  exports  to  Japan  is  vinuaily  untapped  with  per  capita  oeet 
consumption  of  less  than  20  pounds.  Prior  to  tne  ijeef  liberalization  agreement  vvuh  Japan 
in  l^SX.  duties  on  imported  beef  were  pegged  at  25  percent.  Given  the  ever-wiuening 
U.S.  trade  deficit  with  Japan,  we  .see  an  opportunity  for  the  Japanese  to  make  more 
significant  reductions  in  beef  import  tariffs  without  disrupting  the  market. 

In  Korea,  the  agreement  pushes  back  the  previously  agreed  to  date  for  liberalizing  the 
Korean  beef  market  from  1997  to  2000.  During  the  implementation  period  in  Korea,  the 
beet  import  quota  will  increase  from  106,000  meinc  tons  to  225.00U  metnc  tons:  the 
current  import  fee  or  surcharge  of  100  percent  will  be  phased  out;  and  U.S.  suppliers  will 
be  able  to  sell  more  beef  directly  to  an  expanding  circle  of  end-users  in  Korea.  Each  of 
tnese  points  represents  a  positive  step  in  trade  vviih  Korea,  out  the  rate  of  liberalization  in 
this  important  market  is  mucn  slower  than  the  actual  market  conditions  wartant. 

Thanks  to  the  North  American  Free  Trade  Agreement,  access  to  Mexico  and  Canada  for 
U.S.  beef  and  also  U.S.  pork  will  be  unaffected  by  the  GATT.  I  should  add,  however,  that 
reductions  in  export  subsidies  in  the  European  Union  are  expected  to  slow  production  and 
make  it  more  difficult  for  Europe  to  compete  in  Mexico  and  other  markets.  Moreover,  the 
GATT  now  prevents  the  European  Union  from  exporting  subsidized  beef  to  new  markets 
in  the  Pacific  Rim,  including  Japan. 

In  contrast  to  beef,  the  American  pork  indusU7  experienced  more  significant  gains  in 
market  acce.ss,  principally  in  Japan  and  the  European  Union.  Sixty-three  percent  of  total 
U.S.  pork  exporLs  last  year  went  to  the  Japanese  market.  Despite  the  size  and  significance 
of  the  Japanese  market  to  our  pork  industry,  a  variable  levy  system  has  been  used  to 
effectively  increase  the  cost  of  imported  pork  and  restrict  access. 

Over  the  six-year  implementation  period,  Japan  has  agreed  to  reduce  its  variable  levy  on 
pork  imports  by  29  percent.  Particularly  encouraging  is  the  fact  that  most  of  this 
reduction,  20  percent,  will  come  in  the  first  year.  Tliese  reductions  will  unquestionably 
help  the  American  pork  indu.stry  compete  with  Taiwan,  which  has  the  advantage  of 
proximity,  and  the  European  Union  which  historically  spends  in  exce.ss  of  $50  million  a 
year  subsidizing  pork  trade  to  Japan. 

1  would  add.  however,  that  provisions  to  protect  the  Japanese  market  again.st  surges  in 
beef  and  pork  imports  may  become  trade  restrictive  under  aggressive  growth  .scenarios. 
Under  the  GATT,  when  imports  reach  1 19  percent  of  the  previous  year's  level,  the  duty 
reverts  back  to  the  original  level.  Many  in  the  Japanese  traue  agree  that  a  level  of  130  to 
135  percent  would  be  more  suitable. 
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The  other  notable  development  Tor  pork  in  the  European  Union,  was  that  a  oork  import 
quota  ^vas  estaDlisheU  tor  75.01)0  metric  tons.  In  l^^^3.  L.S.  porK  exports  U'  tne  European 
L  nion  totaled  1,500  meinc  tons.  Once  again,  wnile  the  new  quota  on  poiK  is  positive,  it 
pales  by  comparistm  to  the  amount  of  porK  the  European  Union  would  be  required  to 
import  were  it  not  r.ir  the  aggregation  ot  meat  impon  figures  allowed  under  the  GATT. 
Without  aggregating  beet  and  pork  impons.  the  European  Union  would  have  oeen 
required  to  open  its  pork  market  in  1995  to  imports  oi  355.000  metnc  tons. 

.Mr.  Chairman,  i  liave  touched  on  a  few  of  the  major  elements  ot  the  asiieement  which  will 
impact  red  meat  trade.  Of  utmost  concern  to  the  red  meat  industry  now.  however,  is 
where  we  go  from  here.  Tlie  GATT  agreement  moves  us  in  the  direction  of  a  more  level 
playing  tleld.  but  the  fact  remains  that  the  tleid  is  not  level,  nor  will  it  be  level  at  any  time 
in  the  foreseeable  future. 

U.S.  red  meat  exports  hit  a  record  $3.1  billion  in  1993.  up  260  percent  in  just  the  past  10 
years.  Our  success  in  foreign  markets  can  be  attributed  to  a  number  of  factors-greater 
access  to  key  markets,  the  quality  of  our  products  and  major  shifts  in  consumption 
patterns  from  cereal-based  proteins  to  higher  quality  proteins  such  as  those  found  in  red 
meat  But  none  of  these  factors,  either  alone  or  in  combination,  could  have  delivered 
anywhere  near  the  same  results  without  suppon  from  USDA  export  programs. 

As  a  producer,  I  am  deeply  concerned  about  the  growing  lack  of  support  tor  agricultural 
export  programs  in  this  country.  The  future  of  American  agriculture  and  the  red  meat 
industry  is  in  the  global  market,  not  the  ilome.stic  market  With  the  GATT  and  NAFTA  in 
hand,  now  is  the  time  to  pursue  foreign  markets  more  aggre.ssively  than  ever.  To  ease  up 
now  is  to  concede  market  share  to  Australia.  Europe,  New  Zealand  and  others. 

As  fierce  as  the  competition  is  now.  it  is  ,sure  to  intensify  as  the  GATT  opens  more  doors 
to  trade  here  at  home  and  abroad.  We  al.so  have  every  expectation  that  as  the  European 
Union  and  others  reduce  their  subsidy  levels  as  required  by  GATT.  their  investments  in 
GATT-iegal  marketing  activities  will  grow. 

These  GATT-legal  or  "Green  Box"  program.s.  .such  as  USDA's  Foreign  Maiket 
Development  Program  and  the  Market  Promotion  Program,  are  critical  to  American 
agriculture  and  the  U.S.  economy.  The  impact  of  value-added  agricultural  exports  on 
rural  America  and  the  entire  country  is  tremendous.  A  recent  .study  at  the  University  of 
Northern  Colorado  concluded  that  U.S.  red  meat  exports  alone  account  for  more  than 
200.000  jobs  in  this  country  and  affect  more  than  100  different  indusuy  .sectors. 

In  .summary.  Mr.  Chairman.  I  would  .stre.ss  that  the  details  of  the  GATT  agreement  are  not 
.so  important  today  as  how  we  re.spond  to  what  is  sure  to  be  a  far  more  competitive  trade 
environment.  On  behalf  of  the  U.S.  Meat  Export  Federation,  we  ask  for  this  Committee's 
support  of  the  new  GATT  agreement.  At  the  .same  time  and  of  equal  importance,  we  urge 
your  support  for  full  funding  of  USDA.  MPP  and  FMD  programs.  In  the  tlnai  analysis, 
the.se  programs  will  weigh  heavily  in  determining  whether  or  not  the  Uniguay  Round  was 
a  good  agreement  for  American  agriculture. 

Thank  vou. 
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Mr.  Chairman  and  members  of  the  Committee,  I  am  Bobby  F. 
McKown,  Executive  Vice  President  of  Florida  Citrus  Mutual.  FCM 
represents  more  than  90%  of  the  Florida  growers  of  citrus  fruit  for 
processing,  and  a  large  proportion  of  all  U.S.  growers  of  citrus 
fruit  for  fresh  consumption.  I  am  pleased  to  appear  before  you 
today  to  offer  our  comments  on  the  likely  effects  of  the  GATT 
Uruguay  Round  Agreements  on  U.S.  Agriculture  and  the  citrus 
industry  in  particular. 

Mr.  Chairman,  this  Committee  has  taken  a  leading  role 
throughout  the  many  years  of  negotiations  which  led  to  the  historic 
agreement  signed  last  week  in  Marrakesh.  You  have  sought 
diligently  to  provide  the  forum  for  American  Agriculture  to  voice 
its  concerns  about  our  trading  arrangements,  and  to  formulate  the 
strategies  which  will  keep  us  competitive  into  the  Twenty-First 
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Century.  I  believe  the  twin  goals  of  maintaining  a  strong 
agricultural  base  domestically  and  enhanced  competitiveness  abroad 
have  been  met  in  the  Uruguay  Round  Agreement,  and  the  U.S.  Trade 
negotiators  and  this  Committee  are  to  be  commended  for  their 
efforts. 

As  with  any  trade  agreement,  however,  the  promise  contained  in 
the  text  can  only  be  realized  through  careful  and  rational 
implementation,  enforcement  and  review.  In  addition,  the  continued 
soundness  of  our  import-sensitive  agricultural  commodity  sectors 
should  not  be  sacrificed  at  the  altar  of  export  enhancement. 
Balance  is  necessary,  and  we  urge  your  continued  involvement  in 
these  areas  as  the  implementing  legislation  is  developed. 

The  Uruguay  Round  Agreement  will  reduce  U.S.  tariffs  on  citrus 
juice  and  fresh  citrus  fruit  by  approximately  15%.  We  believe  this 
to  be  the  maximum  possible  level  of  tariff  reduction,  given  the 
many  artificial  advantages  which  have  been  available  to  our 
competitors  around  the  world  over  the  past  several  years,  and  which 
have  been  confirmed  in  investigations  by  the  U.S.  International 
Trade  Commission.  Nonetheless,  the  USDA's  Report  on  the  Effects  of 
the  Uruguay  Round  projects  an  increase  of  2%  in  gross  revenue  to 
the  U.S.  citrus  industry  because  of  higher  prices  and  higher 
production.  The  Report  adopts  uncritically  the  baseline  assumption 
that  the  U.S.  will  be  a  net  exporter  in  the  future  and  therefore, 
tariff  reductions  will  not  affect  price. 

We  know  this  Committee  will  not  be  so  easily  deluded.  The 
U.S.   price   for  citrus   juice   is   not  a   function  of   static 
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circumstances.  Most  importantly,  the  NAFTA  resulted  in  a 
substantial  tariff  reduction  for  imports  from  a  government- 
supported  industry  in  a  major  supplying  country  —  Mexico.  Other 
foreign  suppliers  to  the  United  States  market  will  adjust  prices 
accordingly  to  seek  to  match  the  lowest  denominator,  regardless  of 
the  MFN  tariff  rate  in  effect  under  the  GATT  Agreement.  It  was 
precisely  for  that  reason  that  the  price-based  tariff  snapback 
under  the  NAFTA  was  so  critical  to  our  industry's  future  health. 
The  reality  is  that  prices  for  imports  from  even  larger  supplying 
countries,  such  as  Brazil,  which  are  supposedly  affected  by  the 
GATT  tariff  rate,  are  actually  driven  downward  more  by  preferential 
tariff  rates  for  other  suppliers,  and  by  factors  such  as  government 
support  policies  and  transient  weather  conditions.  A  15%  tariff 
reduction,  under  this  complex  of  interrelated  circumstances,  is 
extremely  liberal,  and  must  be  met  by  re-doubled  efforts  of  our 
industry  to  market  niche  products  abroad. 

With  respect  to  export  opportunities,  we  are  encouraged  to  see 
some  reductions  in  citrus  tariff  rates  of  other  consuming 
countries.  Again,  however,  we  must  not  overestimate  the  value  of 
those  reductions.  The  low  commodity  pricing  for  imported  juice 
which  we  see  in  this  market  prevails  elsewhere  around  the  world, 
and  we  must  compete  there  on  terms  which  are  more  easily  met  by  our 
Brazilian  competitors.  The  U.S.  citrus  industry  has  undertaken  to 
promote  specialty  products  abroad  based  on  consumer  identification 
with  Florida  quality;  tariff  reductions  in  the  European  Community 
and  quota  elimination  in  Japan  will  help  these  efforts. 
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One  area  of  particular  concern  to  our  industry  was  in  the 
U.S.-E.U.  negotiations  leading  to  the  Agricultural  Agreement  and 
its  effects  on  internal  E.C.  supports  for  certain  feed  products. 
As  an  exporter  of  citrus  feed  pellets  to  the  E.C.  member  states, 
the  U.S.  industry  opposed  any  proposal  to  re-balance  E.C.  support 
programs  by  increasing  the  bound  duty  free  tariff  rate  on  citrus 
feed.  Our  understanding  is  that,  under  the  Agriculture  Agreement 
Guidelines  on  Calculation  of  Tariff  Equivalents,  the  E.U.  tariff 
rate  on  citrus  feed  will  remain  at  that  previously  bound  level.  We 
urge  the  Committee  to  monitor  this  aspect  of  implementation  as 
well,  and  voice  its  objection  to  any  departure  from  the  Tariff 
Equivalents  rules. 

One  of  the  most  significant  positive  aspects  of  the  Uruguay 
Round  Agreement  is  the  establishment  of  improved  international 
standards  for  the  application  of  domestic  phytosanitary  rules  which 
affect  trade.  The  citrus  industry  strongly  supports  these 
international  rules,  the  uniform  application  of  which  is  critical 
to  consumer  health  and  safety,  citrus  tree  health,  and  the 
maintenance  of  a  wholesome  food  supply.  Strict  adherence  to  these 
rules  by  our  trading  partners  is  also  important  in  preventing  the 
abuse  of  phytosanitary  regulations  which  are  devoid  of  scientific 
rationale,  solely  to  gain  a  competitive  or  protective  advantage. 
We  have  faced  such  abuses  in  foreign  markets  in  recent  years, 
especially  with  respect  to  fresh  fruit.  The  U.S.  must  closely 
monitor  the  application  of  the  Sanitary  and  Phytosanitary  Measures 
Agreement  by  all  parties  under  the  WTO. 
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The  Agreement  authorizes  the  Customs  Cooperation  Council  to 
develop  harmonized,  non-preferential  rules  of  origin,  to  be  applied 
by  all  WTO  members.   Since  tariffs  are  important  in  ensuring  the 
health  of  the  industry  in  the  domestic  market,  we  support  the 
development  of  rules  which  prevent  transshipment  and  circumvention 
by  shippers  who  seek  to  gain  an  artificial  tariff  or  marketing 
advantage  in  the  U.S.  market,  or  to  avoid  antidumping  and  other 
corrective  measures.   We  support  the  international  adoption  of  the 
NAFTA  rule  of  origin  with  respect  to  citrus  and  citrus  products, 
and  a  requirment  that  origin  be  conferred  only  upon  citrus  which  is 
wholly  the  product  of  the  country  involved.   This  will  prevent 
injury  to  the  industry  and  confusion  to  consumers,  who  have  a  right 
to  know  the  origin  of  all  agricultural  products  they  consume. 
The  Agreements  on  Subsidies  and  Countervailing  Measures,  and 
on  Antidumping  Measures,  are  likewise  important  to  maintaining  fair 
pricing  in  the  marketplace.   The  U.S.  citrus  industry  has  relied 
upon  U.S.  enforcement  of  AD  and  CVD  measures  in  the  past  to  counter 
the  effects  of  injurious  subsidies  and  unfair  price  cutting. 

Under  the  GATT  Subsidies  Agreement,  certain  agricultural 
subsidies  will  be  treated  as  non-countervailable,  if  they  meet  the 
requirements  of  Domestic  Support  listed  in  Annex  2  to  the 
Agriculture  Agreement.  We  see  considerable  potential  for  abuse  in 
this  area,  where  foreign  export  subsidies  are  crafted  to  qualify 
nominally  as  "domestic  support"  programs  under  Annex  2,  only  to 
avoid  anti-subsidy  relief.  Modification  of  our  countervailing  duty 
statute  must  prevent  such  potential  manipulation. 
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The  Antidumping  Agreement  imposes  additional  burdens  on  U.S. 
agricultural  industries  seeking  to  avoid  unfair  pricing,  by 
requiring  that  a  new  material  injury  investigation  be  initiated 
every  five  years  after  an  antidumping  order  is  in  effect.  While  it 
is  reasonable  to  require  a  finding  of  injury,  it  may  not  be 
necessary  to  require  a  full-blown  and  costly  review,  especially 
after  the  industry  has  already  expended  substantial  resources  in 
seeking  the  initial  relief.  Options  can  and  should  be  provided  for 
in  the  implementing  legislation. 

In  addition,  the  legal  standing  requirements  under  both  the 
Subsidies  and  Antidumping  Agreements  should  not  be  interpreted  in 
such  a  manner  as  to  impose  barriers  to  agricultural  industries 
consisting  of  hundreds  or  thousands  of  small  and  medium-sized 
producers. 

Finally,  the  Budget  Act  requires  that  increased  U.S.  Treasury 
revenues  and/or  cost  reductions  be  developed  to  offset  the 
calculated  tariff  reductions  of  the  GATT  Agreement.  Among  the 
proposals  we  have  heard  is  the  reduction  of  Agricultural  Program 
expenditures  by  billions  of  dollars.  The  citrus  industry  strongly 
urges  Congress  to  impose  no  greater  than  a  fair  share  of  such 
burden  on  U.S.  agriculture.  The  great  fallacy  of  this  debate  is 
that  the  revenue  reduction  estimates  —  the  so-called  "scoring"  of 
implementation  legislation  —  does  not  truly  account  for  the 
dynamic  effects  of  expanded  U.S.  sales  and  jobs,  and  thus,  enhanced 
U.S.  Treasury  revenue.  If  the  Uruguay  Round  Agreement  will  truly 
result  in  the  growth  of  new  U.S.  business  activity  and  income,  as 
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Democratic  and  Republican  Administrations  alike  have  concluded,  it 
seems  only  fair  to  acknowledge  that  growth  in  the  revenue-offset 
calculations.  Realistically,  the  citrus  industry  urges  that  no 
more  than  $800  million  in  offsetting  requirements  be  attributed  to 
U.S.  Agriculture.  Furthermore,  not  all  of  that  amount  should  be 
reflected  in  program  reductions,  which  would  simply  shift  the 
benefits  of  one  program  for  those  of  another.  This  would  be 
contrary  to  the  assurances  of  successive  U.S.  Trade  Representatives 
since  the  beginning  of  these  negotiations,  that  no  sector  would  be 
traded  off  against  another. 

We  thank  the  Committee  for  its  efforts  to  this  point,  and  we 
urge  your  continuing  active  participation  in  this  crucial  phase  of 
implementation. 

I  would  be  pleased  to  respond  to  your  questions. 
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Thank  you  Mr.  Chairman  and  members  of  this  committee.  I  am  Larry  Mitchell,  Director  of 
Government  Relations  for  National  Farmers  Union  (NFU).  I  appreciate  your  holding  this 
hearing  to  listen  to  our  assessment  of  what  the  problems  are  in  regard  to  The  Uruguay 
Round  under  the  General  Agreement  on  Tariffs  and  Trade  (GATT). 

NFU's  position  on  the  The  Uruguay  Round  can  best  be  summed  up  in  the  first  paragraph 
of  a  special  order  of  business  adopted  by  our  delegates  last  month  in  Fargo,  N.D.  which 
states,  "We,  the  delegates  of  the  92nd  Annual  National  Farmers  Union  Convention, 
dedicate  ourselves  and  our  organization  to  defeat  the  proposed  Uruguay  Round  of  the 
GATT.  We  believe  the  proposed  GATT  is  fundamentally  flawed  and  must  be  rejected." 
(see  attachment  #1) 

American  farmers  today  live  and  sell  their  products  in  a  global  food  and  agricultural 
economy.  The  prices  they  receive  are  dependent  to  an  important  degree  upon  what  their 
commodities  will  bring  in  world  trade.  Such  prices,  in  turn,  are  destined  to  be  weak  unless 
there  are  cooperative  efforts  among  nations  to  maintain  prices  for  raw  commodities  at  fair 
levels  and  provide  for  orderly  conduct  of  commerce. 

Farmers  must  have  access  to  world  markets  if  they  are  to  maintain  their  productive 
capacity.  However,  we  recognize  that  totally  free  trade  is  a  myth,  and  would  be 
undesirable  even  if  it  were  possible.  We  support  negotiations  toward  fair  terms  of  trade,  to 
eliminate  such  practices  as  dumping  surpluses  at  firesale  prices. 

The  National  Farmers  Union  recognizes  that  international  trade  agreements  when  properly 
crafted  can  be  useful  vehicles  to  lessen  world  trade  tensions,  increase  development 
opportunities  and  economic  growth  rates  and  increase  trade  in  goods  and  services  for  the 
betterment  of  humankind  as  a  whole. 

The  converse  side,  however,  is  that  poorly  crafted  international  trade  agreements  potentially 
could  heighten  trade  tensions,  do  serious  damage  to  economies  already  in  place  and  lower 


I 


301 


living  standards  of  people  living  in  the  countries  involved.  We  believe  that  the  agreement 
signed  in  Marakesh  last  week  is  such  an  agreement  and  we  urge  a  vote  of  disapproval  by 
Congress. 

What  is  wrong  with  GATT? 

The  biggest  problems  facing  U.S.  farmers  in  the  agreement  are: 

1.  complete  elimination  of  import  control  laws,  such  as  Section  22  and  the 
Meat  Import  Act; 

2.  mandated  minimum  imports  of  5  percent  of  domestic  consumption  for 
every  food; 

3.  mandated  reduction  in  some  domestic  farm  programs; 

4.  weakening  domestic  food  safety  laws  by  setting  ceilings  on  food  safety 
regulations,  also  known  as  harmonization.  This  is  a  threat  to  consumer 
safety  as  well  as  a  threat  to  consumer  confidence  in  the  food  supply  which 
could  result  in  lower  consumption  of  some  products  whether  they  are 
imported  or  domestically  grown;  and 

5.  reductions  in  federal  revenues  due  to  reduction  and  removal  of  existing 
U.S.  import  tariffs.  This  will  result  in  federal  program  cuts,  including 
agriculture  programs. 

The  last  of  these  seems  to  be  the  most  pressing  problem  at  this  time.  We  all  realize  that  the 
federal  budget  is  getting  tighter  every  year.  It  must  be  an  alphabetical  thing,  because  it 
seems  that  agriculture  gets  cut  first  and  deepest.  But  to  mandate  cuts  in  farm  program 
spending  because  of  GATT  is  completely  contrary  to  the  Administration's  repeated 
assurances  to  agriculture  throughout  the  negotiations.  National  Farmers  Union,  along  with 
over  twenty  other  farmer  and  commodity  organizations,  last  week  reminded  President 
Clinton  of  this  fact  in  a  letter  (see  attachment  #2).  Signatories  of  the  letter  included  a  full 
spectrum  of  the  agriculture  community  from  the  very  politically  conservative  to  the 
politically  progressive.  We  affirmed  our  unity  in  our  closing  remark  which  stated,  "We 
would  find  it  very  difficult  to  support  any  proposed  implementing  legislation  which 
resulted  in  a  disproportionate  share  of  the  cost  of  GATT  being  placed  on  U.S.  agriculture." 

What  should  have  been  included  in  GATT? 

In  order  to  move  to  a  more  constructive  note,  allow  me  to  explain  that  we  have  long  stated 
that  a  GATT  deal  that  conserved  the  interests  of  American  farmers  should  include  the 
following  six  points: 
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1 .  seek  to  eliminate  and  outlaw  the  use  of  export  subsidies  and  other  export 
dumping  practices  on  agricultural  products.  The  old  GATT  rules  (Article 
VI)  banned  the  sale  of  goods  overseas  at  prices  below  the  cost  of 
production,  which  GATT  states  must  include  the  cost  of  marketing  and  a  1 
reasonable  profit.  This  rule  is  rarely  enforced  in  agriculture.  It  needs  to 
be  clarified  to  describe  what  should  be  included  in  the  full  cost  of 
production,  and  it  should  be  enforced; 

2.  recognize  the  right  of  sovereign  countries  to  develop  their  own  domestic 
food  policies,  using  tools  such  as  our  Section  22; 

3.  recognize  the  right  of  countries  to  develop  and  maintain  domestic 
inventory  management  and/or  basic  domestic  food  security  programs 
under  Article  XI  of  GATT; 

4.  establish  guidelines  for  the  establishment  and  maintenance  of  world  food 
reserve  stocks  with  rules  as  to  their  release  in  times  of  scarcity; 

5.  recognize  the  need  for  some  developing  countries  to  be  allowed 
exceptions  from  some  GATT  rules  when  the  overall  impact  of  the 
exemptions  is  to  spur  economic  development  and  their  greater  integration 
into  the  world  trading  partnership;  and, 

6.  seek  greater  harmonization  of  health  and  sanitation  standards  to  the 
highest  possible  level  while  allowing  countries  to  deviate  from  the 
international  standards  when  the  country  can  show  its  own  standard  was 
put  in  place  for  legitimate  health  and  safety  reasons.  GATT  must  not  be 
allowed  to  lower  the  safety  standards  of  American  food.  Those  standards 
must  continue.  To  allow  those  standards  to  be  lowered  puts  American 
consumers,  American  farmers  and  American  sovereignty  at  risk. 

Unfortunately,  the  currently  proposed  GATT  fails  to  meet  any  of  these  criteria  and,  in  fact, 
includes  provisions  that  will  set  American  farmers  back  even  further. 


Other  difficulties  with  GATT 

To  expand  even  further,  allow  me  to  point  out  that  the  new  GATT  proposal  will: 

1.  lock  in  major  advantages  to  one  region  of  the  world  over  the  U.S.  and 
other  countries  in  its  proposed  cuts  in  export  subsidy  levels; 

2.  severely  restrict  the  ability  of  the  U.S.  Congress  or  other  countries  to 
use  a  wide  variety  of  domestic  program  tools  to  foster  the  farm  and  rural 
economy; 
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3.  result  in  lower  fann  prices  and  incomes  to  many  U.S.  producers  through 
domestic  farm  program  cuts  and  increased  imports  from  the  loss  of 
Section  22  protections  and  their  conversion  to  tariffs  scheduled  for  further 
reductions; 

4.  likely  lead  to  a  lowering  of  U.S.  food  safety,  health,  and  environmental 
standards  as  higher  U.S.  standards  are  challenged  before  the  GATT  or 
any  other  international  trade  organization  which  succeeds  GATT  in 
existence;  and, 

5.  result  in  a  loss  of  U.S.  sovereignty.  The  Farmers  Union  is  extremely 
concerned  by  the  proposal  to  create  a  new  Worid  Trade  Organization 
(WTO)  to  implement  and  enforce  the  new  rules.  The  WTO  will  unduly 
interfere  in  the  domestic  policy  affairs  of  our  national,  state  and  local 
governments.  We  also  are  concerned  that  the  burden  of  proof  in  the  WTO 
dispute  process  is  flawed,  requiring  any  country  which  has  higher 
standards  than  those  set  by  international  agencies  to  defend  their  right  to 
maintain  their  own  laws. 

Based  on  these  criteria,  the  final  GATT  agreement  reflects  an  undemocratic  closed-door 
process  and  is  fundamentally  flawed.  It  must  be  renegotiated  in  a  more  open,  democratic 
manner,  including  the  inclusion  of  genuine  representatives  of  family  farmers  at  the 
negotiation  table  as  well  as  the  United  States  Congress  as  required  by  the  Constitution. 

The  farm  policies  of  recent  years  have  helped  created  a  food  economy  that  has  allowed  the 
food  processing  and  exporting  companies  to  reap  record  profits  in  cheap  grain  policies, 
giving  them  the  financial  base  to  further  increase  their  economic  power  and  concentration  in 
not  only  grains,  but  meats.  The  grain  trade  giants  have  become  one  of  the  most  profitable 
sectors  of  the  national  economy,  primarily  at  the  expense  of  family  farmers  and  rural 
communities.  The  GATT,  as  crafted  by  the  grain  trade,  gives  traders  further  economic 
advantage  and  power  over  family  farmers  on  a  worldwide  basis  while  diminishing 
democratic  process.  The  impending  GATT  guarantees  this  trend  will  accelerate, 
culminating  in  a  system  that  threatens  family  farms,  food  security,  sovereignty  and 
democracy. 

Section  22 

For  the  short  term,  we  will  continue  to  push  the  administration  for  section  22  relief  fix)m 
the  flood  of  Canadian  grain.  We  understand  that  if  GATT  is  ^proved  by  this  Congress, 
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section  22  sanctions  initiated  after  last  December's  initialing  of  GATT  will  no  longer  be 
allowed  following  next  year's  implementation  of  GATT.  But  we  feel  it  is  in  the  best 
interest  to  use  section  22  as  long  as  possible. 

Article   XXVIII 

On  this  coming  Friday,  the  Administration  is  scheduled  to  request  Article  XXVIII  sanctions 
from  GATT.  This  action  will  require  authorizing  legislation  from  Congress.  Therefore, 
for  the  longer  term,  we  urge  Congress  to  pass  the  authorizing  legislation  for  Article 
XXVIII. 

Conclusion 

It  is  incumbent  upon  Congress  to  find  methods  of  protecting  the  security  of  American 
agriculture.  Congress  must  consider  bold  new  steps  and  bold  new  programs  to  ensure  that 
American  farmers  are  not  victims  of  GATT  as  they  have  been  under  previous  agreements. 
We  urge  Congress  to  vote  NO  on  the  GATT  implementing  legislation  and  to  pass 
legislation  authorizing  Article  XXVIII  of  GATT  for  Canadian  wheat  «S:  barley. 

Thank  you  for  the  time  and  interest  you  have  invested  in  today's  hearing.  National 
Farmers  Union  stands  ready  to  assist  you  in  making  international  trade  policies  fair  for 
family  farm  agriculture. 

(Attachments  follow:) 
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SPECIAL  ORDER  OF  BUSINESS 
GENfERAL  AGREEMENT  ON  TARIFFS  AND  TRADE  (GATT) 

Adopted  by  National  Farmers  Union 
March  5,  1994 

We,  the  delegates  of  the  92nd  Annual  National  Farmers  Union  Convention,  dedicate  ourselves  and 
our  organization  to  defeat  the  proposed  Uruguay  Round  of  the  General  Agreement  on  Tariffs  and 
Trade  (GATT).  We  believe  the  proposed  GATT  is  fundamentally  flawed  and  must  be  rejected. 

We  continue  to  believe  in  the  value  and  need  for  constructive  and  fair  trade  agreements,  but  U.S. 
trade  negotiators  failed  in  the  stated  goal  of  leveling  the  playing  field  for  agricultural  trade.  They 
simply  locked  in  the  current  trade  inequities  in  this  GATT. 

This  GATT  Treaty  was  negotiated  in  a  shroud  of  secrecy  and  did  not  allow  for  the 
participation  of  family  farmers  or  their  representatives.  We  oppose  this  GATT  for  the  following 
reasons: 

1 .  Lx)ss  of  Section  22  -  GATT  eliminates  Section  22  authority  which  effectively  stabilizes  and 
preserves  our  domestic  food  supply.  Eliminating  Section  22  will  increase  export  dumping  which 
will  accelerate  the  erosion  of  the  economic  base  of  rural  communities  by  depressing  domestic 
commodity  prices  and  undermining  the  integrity  of  publicly  enacted  food  security  programs. 

2.  Emergence  of  a  World  Trade  Organization  -  The  current  GATT  will  be  replaced  by  a  new 
World  Trade  Organization  (WTO)  that  will  assume  much  greater  authority  and  control.  The  WTO 
will  undermine  the  very  principles  of  democracy.  It  destroys  citizens'  roles  in  trade  policy  while 
giving  exporting  multi-national  companies  greater  operating  advantage  in  establishing  and 
controlling  the  niies  of  trade. 

3.  Jeopardizes  food  safety  -  GATT  will  threaten  the  safety  of  our  food  supply  by  diminishing  our 
country's  ability  to  set  our  own  standards. 

4.  Threatens  sovereignty  -  The  WTO  will  not  only  become  the  primary  policy  setting  body  for 
trade,  but  will  also  invade  other  policy  areas  governed  by  our  local,  state  and  national 
governments.  Under  the  guise  of  international  deregulation,  the  WTO  will  interfere  with  our 
ability  to  determine  our  own  food  safety  standards,  protect  our  workers,  preserve  our  natural 
resources,  and  design  and  administer  our  own  farm  programs.  The  WTO  is  a  direct  assault  on  our 
sovereignty. 

The  proposed  GATT  rules  would  threaten  and  compromise  individual  nations'  ability  to  develop 
and  implement  their  own  domestic  policies,  including  farm  programs.  For  92  years,  the  National 
Farmers  Union  has  led  the  fight  for  family  farmers  and  strong  rural  communities.  We  must  reject 
this  GATT  and  continue  to  fight  for  our  right  to  chart  our  own  course,  set  our  own  standards,  and 
create  the  future  of  our  choice. 


600  Maryland  Avenue.  S.W.  •  Suite  202W  •  Washington,  D.C.  20024  •  Phone  (202)  554-1600 
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(Allachmeni  ifl,  page  *1 ) 

April  13,  1994 


The  President 
The  White  House 
Washington,  DC  20500 

Dear  Mr.  President: 

There  has  been  considerable  debate  recently  over  the  fact  that  the  new  GATT  agreement  may 
lead  to  as  much  as  $14-18  billion  in  lower  revenues  due  to  reductions  in  existing  U.S.  tariff 
levels.  Such  estimates  are  highly  subjective  and  fail  to  consider  the  potential  for  increased 
revenues  due  to  expanding  trade  and  increased  economic  activity  which  help  create  jobs  and  an 
expanded  tax  base. 

Nevertheless,  it  is  our  understanding  the  Administration  has  under  consideration  various 
proposals,  including  requiring  significant  reductions  in  cunent  farm  and  related  programs  to  help 
offset  a  major  portion  of  such  revenue  losses.  This  is  despite  the  fact  that  revenue  losses  due 
to  lower  tariffs  on  agricultural  imports  account  for  only  about  5  percent  or  less  of  the  estimated 
total  of  $14-18  billion. 

More  disturbing,  however,  is  the  fact  that  such  a  requirement  would  be  completely  contrary  to 
the  Administration's  repeated  assurances  to  agriculture  throughout  the  negotiations  relating  to 
GATT. 

In  meeting  after  meeting,  we  were  repeatedly  assured  that  the  new  GATT  agreement  would  not 
require  any  further  reduction  in  domestic  income  and  price-support  programs.  At  the  same  time, 
the  Administration  consistently  emphasized  its  commitment  to  fully  and  aggressively  utilize  the 
full  range  of  authorities  under  GATT  to  maintain  U.S.  agriculture's  ability  to  remain  competitive 
in  the  international  marketplace. 

This  is  especially  important  since  the  GATT  agreement  reduces  but  does  not  eliminate  the  use 
of  export  subsidies.  Further,  it  allows  countries  to  maintain  and  increase  their  support  for  certain 
non-trade  distorting  programs  which  are  categorized  as  "green  box"  activities.  These  include 
market  development  and  promotion,  export  credit,  food  aid  and  other  related  programs.  The 
Administration,  however,  has  already  proposed  that  many  of  these  programs  be  significantly 
reduced  as  j>art  of  its  FY  1995  budget  proposal  submitted  to  Congress. 

Clearly,  our  foreign  competitors  can  be  expected  to  utilize  every  available  authority  under  the 
new  GATT  agreement,  including  the  use  of  export  subsidies,  as  well  as  shifting  increasing 
resources  into  so-call  green  box  initiatives,  to  maintain  and  increase  their  share  of  the  world 
market.  Without  a  similar  commitment  on  the  part  of  the  U.S.  government,  U.S.  agriculture  will 
be  at  a  significant  disadvantage. 
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For  these  reasons,  we  would  like  to  take  this  opportunity  to  urge  the  following  actions.  First, 
funding  should  be  maintained  for  both  domestic  and  international  programs  relating  to  agriculture 
as  allowed  under  GATT.  Second,  any  funds  subject  to  reduction  under  GATT  (such  as  those 
used  for  direct  export  subsidies)  should  be  redirected  and  made  available  as  allowed  for  various 
green  box  programs  as  previously  outlined. 

Unless  these  concerns  are  addressed,  it  is  hard  to  envision  how  U.S.  agriculture  stands  to  gain 
as  a  result  of  the  new  GATT  agreement.  Not  only  would  the  nation's  farmers  and  ranchers  be 
adversely  affected,  but  so  would  many  of  the  nearly  one  million  Americans  whose  jobs  and 
livelihoods  are  directly  dependent  on  agriculture-related  exports. 

Accordingly,  we  would  find  it  very  difficult  to  suppwrt  any  proposed  implementing  legislation 
which  resulted  in  a  disproportionate  share  of  the  "cost"  of  GATT  being  placed  on  U.S. 
agriculture,  or  in  its  being  unable  to  remain  viable  and  competitive  in  the  international 
marketplace. 

We  appreciate  this  opportunity  to  share  our  concerns,  and  respectfully  request  your  full  review 
of  such  proposals  consistent  with  the  Administration's  past  assurances  and  commitments  to  U.S. 
Agriculture. 

Sincerely, 


American  Farm  Bureau  Federation 

American  Meat  Institute 

American  Sheep  Industry  Association 

American  Soybean  Association 

Coalition  For  Food  Aid 

National  Association  of  State  Departments  of  Agriculture 

National  Association  of  Wheat  Growers 

National  Barley  Growers  Association 

National  Cattlemen's  Association 

National  Com  Growers  Association 

National  Cotton  Council 

National  Council  of  Farmer  Cooperatives 

National  Farmers  Union 

National  Grange 

National  Milk  Producers  Federation 

National  Pork  Producers  Council 

National  Potato  Council 

National  Sunflower  Association 

National  Turkey  Federation 

Rice  Millers  Association 

United  Fresh  Fruit  and  Vegetable  Association 

U.S.  Rice  Producers  Group 
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TestlBony  on  tha  Uruguay  Round  Agricultural  Agraaaent 


House  Agriculture  Coiilttee 

Vashlngton,  D.C. 
April  20.  1994 

Carol  L.  Brooklns.  President 

World  Perspectives.  Inc. 

Washington.  D.C. 


Mr.  Chairman.  Menbers  of  the  Coonlttee.   I  want  to  thank  you  for  the 
privilege  of  appearing  before  you  today  to  assess  the  Inpllcatlons  of 
the  Uruguay  Round  Agricultural  Agreement  for  U.S.  agriculture. 

I  am  founder  and  President  of  World  Perspectives,  Incorporated — a 
Washington-based  analytical  and  consulting  company  that  focuses  on  the 
political,  economic  and  trade  factors  affecting  agricultural  markets  and 
the  global  food  system.  World  Perspectives  vforks  with  private  and 
public  sector  enterprises  and  organizations  around  the  world,   i  have 
been  deeply  engaged  in  the  Issue  of  agricultural  trade  policy 
development  under  the  Uruguay  Round  from  the  inception  of  the 
negot  iat  ions. 

For  the  record,  i  am  not  an  agricultural  economist  by  training,  but  an 
historian.  Taking  this  view  of  the  world,  i  believe  It  is  necessary  to 
put  the  Uruguay  Round  achievements  into  a  broader  trade  perspective  than 
the  immediate  trade  benefits  accruing  over  the  next  six  years  to  U.S. 
farmers  and  agribusiness. 

INTRODUCTION 

The  Uruguay  Round  results  should  be  assessed  both  in  the  context  of  what 
we  have  done  to  liberalize  world  agricultural  markets  and  what  the 
trading  world  would  be  like  If  we  had  not  reached  this  historic  accord. 


As  an  historian.  I'd  like  to  point  out  that  20  years  ago— In  1974 — the 
last  trade  round  began  (the  Tokyo  Round).  At  that  time  the  starting 
U.S.  negotiating  position  on  agriculture  contained  two  major  proposals: 

— Elimination  of  all  agricultural  export  subsidies,  and 

— Conversion  of  all  non-tariff  barriers  to  bound  tariffs. 

So.  Mr.  Chairman,  the  Uruguay  Round  negotiations  were  really  unfinished 
business  for  U.S.  agricultural  Interests.   Just  think  what  the  trading 
world  and  American  agriculture  would  have  experienced  between  1974  and 
1994  If  we  had  achieved  those  results! 

— We  would  not  have  had  the  devastating  impact  of  massive  European 
Community  (EC)  export  subsidies  swamping  world  markets  with  huge 
surpluses  of  grains,  dairy  and  livestock.   Remember  that  the  EC  was  not 
a  net  exporter  of  grains  and  other  key  agricultural  products  In  1974. 
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Once  the  EC  got  the  "green  light"  under  the  Tokyo  Round,  officials 
pursued  an  aggressive  "beggar  thy  neighbor'  production  and  export 
pol Icy. 

— We  would  not  have  been  forced  to  finance  our  own  expensive  export 
subsidy  war  beginning  In  1985  after  our  own  export  markets  and  world 
prices  collapsed.  U.S.  exports  fell  in  half  prior  to  1985  with  a 
devastating  effect  on  fara  incoow  and  rural  fanilles.  The  U.S.  Treasury 
absorbed  the  burden  through  record  high  farm  program  payments  and  export 
subsidies  to  try  to  "regain"  lost  a»rkets  or  at  least  "maintain"  our 
position  in  world  trade  competition. 

— We  would  not  have  been  negotiating  tar  iff icat Ion  in  the  Uruguay  Round, 
but  would  have  been  reducing  high  tariffs  further.  Twenty  years  ago  we 
would  have  eliminated  all  the  highly  restrictive  non-tariff  practices 
like  Import  bans  and  discriminatory  quotas  and  would  have  been  competing 
for  twenty  years  under  transparent  tariff-only  trade  barriers. 

This  history  Is  important  to  remember  as  the  U.S.  agricultural  coorounlty 
assesses  the  costs  and  benefits  of  the  Uruguay  Round,  because  the  trade 
Issues  at  stake  have  an  Impact  far  beyond  inmediate  export  gains  for 
U.S.  farmers. 

ASSESSMENT  OF  THE  URUGUAY  ROUND  AGRICULTURAL  AGREEMENT 

I  believe  that  the  Uruguay  Round  can  be  called  both  historic  and 
revolutionary  In  setting  a  new  basis  for  trade  competition  in 
agriculture  moving  Into  a  new  century. 

U.S.  competitiveness  in  world  markets  will  be  enhanced  by  the 
commitments  forged,  and  the  U.S.  economy  will  benefit  from  increased 
agricultural  trade. 

In  assessing  the  value  of  the  Uruguay  Round  Agricultural  Agreement,  I 
believe  three  basic  questions  are  worth  considering: 

What  was  accomplished? 

What  wasn't  achieved? 

What  does  1 1  a  1 1  mean? 

First,  what  was  accomplished? 

All  past  agricultural  trade  negotiations  had  primarily  been  deals  on 
specific  product  trade  "requests  and  offers."  The  Uruguay  Round 
agricultural  agreement  Is  revolutionary  In  both  a  short  and  long-term 
policy  Impact. 

It  establishes  rules  In  the  world  trading  system  governing  all  forms  of 
domestic  agricultural  subsidies,  export  subsidies  and  import  barriers; 
and  It  begins  the  process  of  rolling  back  those  subsidies  and  opening 
markets. 
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These  reforms  set  agricultural  narkets  and  trade  under  an  entirely  new 
form  of  International  disciplines: 

— Without  exception,  all  existing  non-tariff  barriers  must  be  converted 
to  bound  tariffs.   Import  protection  Is  only  allowed  under  bound  tariffs 
and  these  tariffs  must  be  reduced  by  an  average  36  percent  (with  no 
product  line  less  than  15  percent)  over  six  years  for  developed 
countries  (or  24  percent  and  no  less  than  10  percent  over  10  years  for 
developing  countries). 

— Without  exception,  every  agricultural  product  must  be  allowed  some 
level  of  minimum  Import  access  to  domestic  markets  under  low  or  minimal 
tariff  rates  provided  under  a  tariff  rate  quota  system. 

— Without  exception,  all  domestic  agricultural  subsidies  tied  to 
production  of  comnodltles  must  be  reduced  under  an  aggregate  measurement 
of  support  (AMS)  formula.   In  general,  any  Increased  expenditures  to 
support  agriculture  cannot  be  tied  to  current  crop  or  livestock 
product  Ion. 

— Without  exception,  all  existing  direct  agricultural  export 
subsidies — both  In  product  volume  and  expenditures — must  be  reduced 
significantly.  No  new  products  can  be  subsidized  in  the  future. 

— Without  exception,  regulations  restricting  Imports  due  to  food,  plant 
and  animal  health  concerns  can  be  challenged  on  the  basis  of  sound 
science. 

Second,  what  wasn't  achieved? 

Some  critics  charge  that  the  agricultural  agreement  fell  far  short  of 
the  Initial  U.S.  objective  of  "eliminating*  all  trade  distortlve 
subsidies  and  barriers  In  ten  years. 

No  one  realistically  expected  the  "zero  option"  to  be  achieved.  After 
all,  agricultural  subsidies  In  Industrial  countries  alone  total  close  to 
$350  billion  annually.  These  subsidies  and  high  walls  of  protection 
have  been  building  for  more  than  40  years;  tearing  them  down  too  quickly 
or  sharply  would  have  a  devastating  effect  on  agricultural  economies 
around  the  wor Id. 

In  the  U.S.  case  specifically,  while  grains  might  have  benefited  from  a 
far  swifter  and  bigger  opening  of  markets,  other  sensitive  U.S. 
conriod I t ! es  like  peanuts,  dairy  and  sugar  would  never  have  accepted  a 
bigger  Immediate  access.   So,  the  reduction  achieved — while  less  than 
optimum — was  politically  achievable,  while  still  fulfilling  the  stated 
objective  of  the  round:  progressive  and  substantial  reduction  In 
agricultural  support  and  protection  over  an  agreed  time  period. 

Another  criticism  Is  that  the  U.S.  team  "caved"  in  by  rolling  back  from 
the  original  Blair  House  connitment  to  "front  load"  export  subsidy  cuts 
in  the  first  year  of  Implementation.  This  is  a  fair  challenge,  but 
three  points  are  worth  remembering: 

— The  result  of  Blair  House  remains  unchanged;  the  only  change  Is  that 
instead  of  dropping  export  subsidies  off  a  precipice,  they  are  being 
rolled  more  gradually  down  a  slope  to  the  same  base  level  at  the  end  of 
six  years; 
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— The  front- loaded  provision  of  export  subsidy  cuts  was  the  only 
agricultural  trade  adjustment  connltiDent  that  would  have  had  an 
Iranedlate  "shock"  affect  on  trade  Impact.  In  contrast  to  the  gradual 
phase- In  of  other  measures;  and 

— The  agreement  not  to  front  load  benefits  a  number  of  agricultural 
conmodlty  exporters  Including  vegetable  oils,  dairy,  and.  In  the  views 
of  some  producers,  wheat. 

Third,  what  does  it  all  mean? 

Expanding  world  maricets  and  bringing  agricultural  trade  under  fair  world 
trade  rules  is  more  important  today  to  U.S.  agriculture  than  ever  before 
In  recent  history. 

We  know  only  too  well  that  the  U.S.  is  undergoing  severe  budget 
constraints  In  support  of  agriculture.  At  the  same  time,  enormous 
political  and  economic  changes  are  transforming  the  world  trading  system 
and  agricultural  marketplace  from  the  old  ways  of  doing  business  In  the 
past  twenty  years. 

This  makes  global  trade  reform  In  agriculture  vitally  important  to 
Ame  r I ca ,  because : 

— The  U.S.  will  be  forced  to  further  substantially  reduce  the  subsidies 
it  gives  to  agriculture  due  to  tight  budget  constraints.  Without  a 
Uruguay  Round  agreement,  other  countries  could  be  expanding  their 
subsidies  while  the  U.S.  Is  forced  Into  a  very  uncompetitive  trade 
position. 

— The  Soviet  Union  which  was  the  market  for  as  much  as  30  percent  of  ail 
world  grain  trade  for  twenty  years  is  no  longer  in  existence.  Some 
states  of  the  former  Soviet  Union  (FSU)  may  In  fact  become  exporters  In 
a  matter  of  years. 

— The  states  of  the  FSU  and  China  will  become  GATT  members— or  members 
In  the  new  World  Trade  Organization  (WTO)  which  will  be  the  successor  to 
the  GATT  when  the  Uruguay  Round  agreement  enters  Into  force.  No  longer 
do  monopoly  buyers  or  sellers  control  agricultural  trade  In  these 
Important  markets. 

— The  European  Union  (EU) — the  successor  name  to  the  European 
Comnunlty — will  bring  In  under  its  policies  and/or  into  membership  the 
other  nation  states  of  the  European  Continent.  The  EU  will  be  expanding 
formally  by  four  countries  in  1995;  additionally,  the  EU  has  offered  to 
negotiate  eventual  free  trade  agreements  with  East  European  and  l4orth 
African  countries. 

This  means  that  the  Common  Agricultural  Policy  (CAP)  will  apply  to 
possibly  twice  as  many  countries  by  the  end  of  the  twentieth  century. 
Transparent  border  protection  and  lowering  fixed  tariffs  will  give  U.S. 
exporters  the  opportunity  to  compete  In  a  much  bigger  EU  market;  export 
subsidy  disciplines  will  not  allow  a  far  greater  EU  to  further  destroy 
our  competitive  trade  position. 
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— The  fastest  growing  developing  countries  and  aarlcets  for  agricultural 
connodltles.  particularly  In  the  Pacific  Rla,  are  now  beconlng  rich 
enough  to  start  supporting  their  farners.  Soae  have  already  begun  to 
establish  policies  like  the  Europeans  and  Japanese  that  Halt  trade  and 
encourage  dooestlc  production  well  above  world  narket  price  levels. 
These  are  the  najor  growth  Markets  for  our  future  exports. 

BENEFITS  TO  U.S.  AGRICULTURE 

The  Uruguay  Round  results  will  not  lead  to  draautlc  shifts  In  Markets 
over  the  short-term — with  the  exception  of  rice  trade  where  Imports  had 
been  banned  Into  key  Asian  markets.  However,  the  rules  being 
Implemented  will  change  the  course  of  agricultural  trade  and  Investment 
flows  well  Into  the  twenty-first  century. 

— Any  growth  In  trade  volumes  once  the  agreement  enters  Into  force  In 
mld-1995  will  be  unsubsldlzed  competition.  This  means  that  the  21 
percent  volume  cut  In  export  subsidy  volumes  becomes  far  more 
significant  In  the  context  of  trade  growth. 

— The  European  'Juggernaut'  of  subsidized  export  competition  that  had 
rolled  across  the  world  has  been  stopped  In  Its  tracks;  retreat  will  be 
gradual,  but  It  Is  reversing  the  course  of  20  years  of  trade  damage. 

— Substantial  new  access  commitments  negotiated  to  move  such  products  as 
poultry,  beef,  and  pork  products  Into  many  key  growth  markets  will 
expand  U.S.  consumption  of  grains.  In  addition  to  the  market  access 
gains  In  direct  grain  trade. 

— Processed  and  high-value  product  trade  growth  will  Increase  U.S. 
employment.   It  will  strengthen  the  U.S.  food  processing  Industry  which 
already  scores  a  higher  margin  of  productivity  lead  over  any  other 
Industrial  sector  vs  Germany  and  Japan. 

— Ulnlmum  access  requirements  on  every  farm  and  food  product  will  open 
the  door  to  developing  market  niches  and  consumer  demand  for  specific 
agricultural  and  food  products. 

— Developing  countries  will  be  required  to  base  their  own  farm  support 
policies  on  more  general  subsidies,  so  they  will  not  be  able  to 
Institutionalize  high  levels  of  farm  protection  and  distorted  production 
Incentives  as  they  become  rich  enough  to  support  their  farmers. 

— Future  trade  negotiations  wl 1 1  be  battles  over  'how  far'  to  cut 
tariffs  and  export  subsidies,  not  'whether"  they  could  be  cut. 

IMPLEMENTATION  AND  FUTURE  ISSUES 

There  Is  no  doubt  that  U.S.  agriculture  will  benefit  from  the  Uruguay 
Round's  agreement.  However,  every  country's  bilateral  will  have  to  be 
examined  to  pinpoint  the  full  range  of  market  opportunities  and 
remaining  barriers,  as  they  Impleownt  their  coonltments  under  the 
agreement. 

Moreover,  trade  I lt>eral Izat Ion  Is  not  an  'event'  but  a  long  and 
continuous  process.  A  new  trade  agreement  Is  only  the  starting  point 
for  Implementing  business  practices  and  governmental  regulations  that 
set  the  real  ground  rules  for  market  competition. 

.\ 
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But  we  now  have  the  tools  under  newly  strengthened  GATT  rules  and 
accelerated  dispute  settlement  procedures  to  challenge  unfair  trade 
practices  In  other  countries.  This  gives  our  agricultural  producers 
another  tremendous  benefit  In  ensuring  that  trade  In  world  markets  Is 
both  fair  and  open. 

There  are  outstanding  questions  and  concerns: 

— We  did  convert  all  non-tariff  barriers  to  tariffs,  but  out  of  quota 
tariffs  on  tarlffled  products,  and  newly  bound  tariffs  of  many 
developing  countries,  remain  very  high.  This  will  certainly  cap 
potential  trade  growth  In  many  cases  over  the  next  six  years. 

— State  trading  was  not  controlled  or  reformed  under  the  Uruguay  Round. 
This  Is  another  critical  barrier  to  fair  competition  that  will  have  to 
be  tackled  to  provide  meaningful  trade  opportunities,   i  hope  that  the 
Clinton  Administration  will  put  agriculture  high  on  its  agenda  as  it 
pursues  future  GATT  negotiations  regulating  competition  policy. 

— The  GATT  Conmlttee  on  Agriculture  will  be  monitoring  Implementation  of 
the  Uruguay  Round  coonltments.  The  U.S.  must  be  deeply  engaged  In 
pursuing  a  role  for  the  Conmlttee  that  ensures  that  comnitments  are  not 
being  undermined  through  regulatory  or  other  loopholes. 

IMPLEMENTATION  AND  U.S.  COtiPETiTiVENESS  IN  AGRICULTURAL  TRADE 

The  Uruguay  Round  achievement  and  agreement  Is  only  the  first  major  step 
to  enhance  the  U.S.  competitive  position  In  global  agricultural  markets 
moving  Into  the  21st  century.   U.S.  legislation  Implementing  the  Uruguay 
Round  agreement  and  other  lagr Icultural  policies  need  to  fully  support  a 
growing  U.S.  position  in  world  food  and  agricultural  trade  and 
markets. 

I  would  like  to  make  3  specific  recommendations: 

I.   I  know  that  there  is  a  lot  of  concern  today  by  agricultural  Interest 
groups  that  there  wl 1 1  be  cuts  in  farm  programs  In  order  to  offset  the 
loss  in  revenues  from  tariff  cuts  as  a  result  of  the  Uruguay  Round. 

Agricultural  programs  should  not  be  unjustly  reduced  to  pay  the  cost  of 
perceived  losses  to  the  federal  Treasury.  A  budget  waiver  may  be  In 
line  where  revenue  losses  are  concerned  due  to  tariff  cuts,  because  the 
net  Increase  to  the  Treasury  from  higher  levels  of  trade  are  expected  by 
economists  to  more  than  offset  those  "costs.* 

At  the  same  time,  the  Uruguay  Round  agricultural  agreement  may  be  an 
Important  catalyst  in  assessing  our  existing  farm  programs  to  see  If 
they  will  maximize  our  production  and  marketing  flexibility  to  meet 
growing  export  demand  In  the  decades  ahead. 

it  is  worth  recalling  that  our  current  farm  programs  are  really  60  years 
old  and  were  Instituted  at  a  time  of  negligible  world  trade  and  concern 
over  domestic  market  management. 
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other  countries  are  aovlng  toward  Innovative  fara  policies,  such  as 
Mexico's  shift  from  coaaaodlty  to  acreage  supports,  or  Canada's  Insurance 
and  'IRA'  type  programs.  We  should  study  these  and  other  approaches  In 
the  context  of  doaestic  support  disciplines  and  aarlcet  potentials. 

2.  The  Export  Enhancement  Program  (EEP)  Is  now  changing  from  a  trade 
policy  'weapon'  to  bring  other  countries  to  the  negotiating  table  to  a 
limited  but  officially  mandated  form  of  export  competition  over  the  next 
six  years.  During  the  six-year  Implementation  period,  export  subsidies 
will  drop  substantially — an  estimated  40  percent  from  the  base  period 
(1986-90)  level  In  the  case  of  wheat.  This  means  that  subsidized 
exports  will  become  a  "scarce  commodity'  to  buyers  and  it  will  change 
the  context  of  export  competition,  as  buyers  compete  for  some  share  of 
the  subsidized  pie. 

EEP  should  be  transformed  Into  a  viable  world  marketing  tool,  rather 
than  merely  a  targeted  weapon.  We  need  to  look  at  changing  the 
operative  structure  of  our  EEP  to  make  It  more  commercially  responsive 
and  competitive  to  changing  market  conditions,  and  to  enable  comnerclal 
exporters  to  maximize  the  volume  of  U.S.  trade  while  minimizing  the  per 
unit  subsidy  cost. 

3.  The  Market  Promotion  Program  (MPP)  has  a  new  and  special  role  to 
play  as  a  result  of  the  Uruguay  Round.  Minimum  market  access  under 

tar  If f Icat ion  means  that  for  a  number  of  agricultural  products.  Imports 
will  be  allowed  for  the  first  tioie.  Although  the  quantities  In  many 
cases  will  be  very  small,  these  early  stage  Imports  will  set  consumer 
preference  and  confidence  In  U.S.  coomodl t les/products. 

Minimum  access  also  means  that  there  will  be  fierce  global  competition 
for  those  small  levels  of  imports,  so  getting  a  foothold  In  markets  will 
be  critically  Important  to  establishing  a  base  for  future  U.S.  trade 
perforounce. 

Much  of  this  market  access  will  be  occurring  In  countries  where 
privatization  is  replacing  state  trading  monopolies.  U.S.  agricultural 
cooperators.  through  the  MPP,  can  play  a  key  role  In  working  with  the 
newly  privatized  companies  that  will  be  the  leaders  in  expanding  their 
food  systems  and  determining  what  products  will  be  available  in  their 
markets. 

I  believe  we  need  to  develop  a  multi-year  basis  for  MPP,  utilizing  U.S. 
government  financing  primarily  as  Initial  'seed  money'  In  key  markets. 
This  pr ivate:publ Ic  partnership  In  specific  MPP  initiatives  would 
operate  In  a  way  that  moves  the  private  Industry  to  full  self- 
sufficiency  and  sunset  for  government  support. 

CONCLUSION 

I  urge  the  House  Agriculture  Committee  to  strongly  support  implementing 
legislation  on  a  rapid  timetable  to  ensure  that  the  Uruguay  Round's 
coonltments  enter  into  force  in  January  1995. 

American  agriculture  needs  the  trade  disciplines  and  trade  opportunities 
that  the  Uruguay  Round  agreement  puts  Into  place.  Without  the  potential 
for  growing  agricultural  trade,  U.S.  agriculture's  Important 
contribution  to  the  well-being  of  the  American  people  will  be  severely 
harmed.   Why? 
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simply  put,  agricultural  and  farm  product  exports  are  the  undarplnninq 
of  our  country's  ability  to  sustain  the  highest  living  standards  In  the 
world  at  home,  because  agricultural  exports  permit  U.S.  farm  production 
costs  to  be  spread  over  all  food  produced  and  sold. 

Americans  spend  less  of  their  disposable  Income  for  food  than  consumers 
In  other  leading  nations  and  this  nieans  more  money  for  them  to  spend  on 
other  goods  and  services.   So.  wore  U.S.  agricultural  exports  mean  more 
U.S.  Jobs  not  only  In  agriculture  and  related  Industries,  but  throughout 
the  economy. 

U.S.  domestic  consumption  of  food  Is  not  rising;  exports  are  critical  to 
maintaining  and  expanding  our  farm  and  food  production  base,  and 
fuelling  growth  In  other  sectors. 

Agriculture  Is  a  winner  for  the  U.S.  We  are  second  to  none  In  the  world 
In  diversified  farm  production,  marketing  Infrastructure  and 
technology.  Our  food  processing  Industry  has  a  higher  competitive 
productivity  lead  over  German  and  Japan  than  any  other  U.S. 
manufacturing  Industry. 

The  Uruguay  Round  means  business  for  U.S.  agriculture.   1  hope  that  you 
too  will  conclude  that  this  Is  not  a  time  to  passively  stand  on  the 
sidelines  In  the  debate  over  Implementation,  but  to  actively  support  the 
outcome. 

Thank  you. 
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National  Family  Farm  Coalition 


no  Maryland  Avenue,  NE,  Suite  307   •   Washington,  DC  20002   •   (202)  543-5675   •    Fax  (202)  543-0978 

TESTIMONY  OF  KATHERINE  OZER,  DIRECTOR 
NATIONAL  FAMILY  FARM  COALITION 
BEFORE  THE  HOUSE  AGRICULTURE  COMMITTEE 
ON  THE  GENERAL  AGREEMENT  ON  TARIFFS  AND  TRADE  (GATT) 

April  20,  1994 

My  name  is  Katherine  Ozer.   I  am  the  Executive  Director  of  the 

National  Family  Farm  Coalition  (NFFC)  which  represents  39  family 

farm  and  rural  advocacy  organizations  in  30  states .   Our 

organization  was  formed  in  1986  to  provide  both  a  link  and  a 

voice  for  family  farmers  in  the  debate  over  federal  farm  and  food 

policy. 

The  implications  of  the  GATT  agreement  on  the  future  of  family 
farmers  and  rural  communities  is  devastating.   Our  national 
security  can  be  directly  threatened  by  the  continued  loss  of 
family  farmer  production  of  a  regional  food  supply.   We  are 
concerned  about  what  is  specified  in  the  GATT  and  what  will  be 
the  expectation  of  this  Committee  to  change  existing  policies  to 
make  them  "GATT-legal"  or  "GATT-acceptable" 

F<uoily  farmers  are  impacted  by  a  range  of  issues;  the  actual 
constraints  on  our  existing  farm  programs;  the  range  of  options 
to  change  policy  and  the  impact  of  consumer  confidence  on  the 
safety  of  our  food  supply.   What  will  it  mean  that  the  CODEX 
standards  are  lower  than  many  of  our  standards  and  that  the  GATT 
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doesn't  require  countries  with  standards  lower  to  raise  them  to  a 
minimum  standard? 

As  predictions  of  the  budgetary  cost  of  GATT  range  from  $17 
billion  to  $40  billion  based  on  whether  you  project  it  over  5 
years  or  10  years,  we  are  concerned  about  what  progrcuns  will  be 
further  cut  to  make  up  the  GATT  shortfall  or  the  budgetary 
deficit  increases.   Can  loan  rates  on  wheat  and  feedgrains  be 
increased  to  make  up  some  of  the  shortfall?  Can  we  establish 
formulas  to  ensure  that  U.S.  producers  of  dairy  products  receive 
a  price  that  more  closely  meets  their  cost  of  production  and 
meets  domestic  and  international  demand  without  creating  an 
export-dumping  program?   Can  we  create  and  maintain  a  reserve 
program  that  protects  our  consumers  against  natural  disasters? 

Will  there  be  the  political  will  to  confront  the  USDA  economic 
projections  that  forecast  increasing  exports  means  increasing 
income  and  increased  jobs?   Does  USDA  research  support  the 
conclusion  that  increased  exports  has  meant  increased  net  farm 
income?  Where  will  these  new  jobs  be?  Are  they  in  our  rural 
communities  and  will  they  be  available  for  those  farmers  whose 
jobs  and  income  are  displaced  by  the  increase  to  5%  of  certain 
commodities  mandated  by  GATT  through  the  elimination  of  Section 
22  provisions.   Unfortunately  there  has  been  an  increasing 
dependence  on  off -farm  jobs  as  farm  income  has  dropped.   Has  USDA 
analyzed  the  impact  of  the  loss  of  jobs  in  other  sectors  - 
whether  textile  industries  in  the  Southeast  or  other  industries 
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that  will  be  dislocated  by  NAFTA  and  GATT  on  the  job  availability 
in  our  rural  communities?   Unfortunately  if  these  jobs  disappear, 
the  ability  of  many  family  farmers  to  stay  on  their  farms  will 
also  be  in  further  jeopardy. 

What  is  the  ability  of  a  state  to  protect  laws  that  they  have 
enacted  to  protect  their  natural  resources  or  to  have  an  impact 
on  the  types  of  businesses  or  contracts  that  can  be  engaged  in  by 
the  state,   will  "anti-corporate"  or  "family-farm"  laws  that  deal 
with  land-use  issues  be  in  jeopardy  since  they  imply  a  direct 
value  on  preserving  a  certain  type  of  business.   What  is  the 
impact  of  current  state  environmental  laws  which  exceed  the  U.S. 
minimum  or  have  been  enacted  to  protect  or  promote  support  for 
products  produced  within  that  state .   Does  this  mean  that 
"Minnesota  Grown"  and  "Made  in  Virginia"  labels  to  encourage 
local  marketing  development  and  trade  is  being  jeopardized  to 
expand  our  international  markets?   Will  organic  labeling,  or  a 
rBGH-free  label  be  considered  "trade  distorting"  since  it  places 
a  value  on  information  that  a  consumer  wants  to  know  about  how 
the  specific  product  has  been  produced?   Worse  yet,  how  will  the 
local,  state,  or  U.S.  government  be  able  to  respond  to  a  claim 
that  a  practice  this  is  GATT/WTO  illegal?   Will  vre  as 
representatives  of  family  farmers  or  concerned  consximers  be  able 
to  write  or  petition  the  WTO  as  we  can  currently  with  the  Food 
and  Drug  Administration  (FDA)?   Will  you  as  a  concerned  Member  of 
Congress  be  able  to  make  your  voice  heard?   I  am  concerned  that 
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our  access  to  these  decisions  and  decision-makers  will  be  cut- 
off. 

We  need  domestic  programs  and  international  trade  agreements  that 
enable  farmers  in  this  country  to  make  a  decent  living.   We  urge 
you  to  investigate  these  issues  as  to  how  they  impact  your 
constituents  and  consumers  of  food,  not  just  the  commodity  groups 
who  see  the  export  of  the  products  as  their  goal.   As  an 
organization  representing  family  farmers,  we  are  very  concerned 
about  the  ripple  impacts  of  exporting  our  failed  domestic  farm 
policy  to  the  rest  of  the  world.   We  support  trade  as  long  as 
those  producing  the  products  to  be  traded  share  in  the  profits. 
Unfortunately  this  has  not  been  the  case  during  the  past  decade 
as  net  farm  income  has  continued  to  fall. 

There  are  many  questions  that  must  be  answered.   We  urge  the 
House  Agriculture  Committee  to  be  questioning  of  the  implications 
of  the  GATT  agreement  on  every  issue  that  is  under  your 
jurisdiction.   The  GATT  implementing  legislation  and  the  upcoming 
Farm  Bill  are  very  critical  to  the  future  for  family  farmers  in 
this  country  and  for  restoring  economic  profitability  to  our 
rural  communities.   We  urge  you  not  to  rush  into  this  process.   I 
thank  you  for  the  opportunity  to  be  part  of  this  discussion 
today . 
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The  American  Farm  Bureau  Federation,  the  nation's  largest  organization  of 
farmers  £ind  ranchers,  appreciates  this  opportunity  to  comment  on  the  Uruguay 
Round  agreement  under  the  General  Agreement  on  Tariffs  and  Trade  (GATT). 

The  agricultural  portion  of  the  agreement  covers  the  fovu-  major  priority 
areas  for  Farm  Bureau:   export  subsidies,  import  access,  trade  distorting  internal 
subsidies  and  sanitary  and  phj^sanitary  regulations.   In  essence,  the  agreement 
would:   (1)  Require  reductions  in  subsidized  agric\altural  exports,  36  percent  in 
budgetary  outlays  and  21  percent  in  volimae  terms  over  six  years;  (2)  Require  cuts 
in  aggregate  import  protection  by  36  percent  over  six  years  and  require  that  all 
non-tariff  barriers  be  converted  to  tariffs  or  tariff-quotas;  (3)  Require  20  percent 
reductions  in  some  trade  distorting  internal  supports;  and  (4)  Establish  a  code  to 
prevent  the  use  of  sanitary  and  phytosanitary  regulations  as  disguised  trade 
barriers. 

Farm  Bureau  supports  the  Uruguay  Roimd  agreement  but  will  strongly 
oppose  any  attempt  to  use  the  implementing  legislation  as  a  vehicle  for  making 
additional  cuts  in  domestic  or  export  programs  in  agriculture. 

Throughout  the  seven  years  of  negotiations,  Farm  Bureau  was  supportive  of 
the  basic  concept  embodied  in  the  U.S.  negotiating  position  calling  for  substantial 
and  progressive  worldwide  reductions  in  trade  distorting  subsidies.  We 
steadfastly  opposed  reductions  in  U.S.  programs  and  trade  measures  without 
equivalent  commitments  by  other  countries. 

If  the  implementing  bill  contains  program  funding  reductions  beyond  those 
required  under  the  agreement,  foreign  countries  would  not  be  undertaking 
"equivalent  commitments"  as  required  in  Farm  Bureau  policy.   More  to  the  point, 
however,  is  the  fact  that  our  members  have  been  told  repeatedly  since  the  so- 
called  Blair  House  accord  two  years  ago  that  the  Uruguay  Round  would  not 
require  domestic  U.S.  farm  programs  to  be  cut  any  more  than  the  substantial  cuts 
already  undertaken  in  the  last  two  farm  bills.   If  this  now  turns  out  not  to  be  true, 
few  in  agriculture  will  be  able  to  support  the  implementing  legislation. 
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Farm  Bureau's  principal  goals  in  the  trade  talks  have  always  been  to 
achieve  a  substantial  cutback  in  the  use  of  export  subsidies  and  to  obtain  a 
significant  opening  of  foreign  markets.   Our  assessment  of  the  proposal  from  the 
GATT  is  that  it  would  partially  achieve  these  objectives. 

We  recognize  that  this  agreement  represents  the  net  result  of  over  seven 
years  of  ftiastrating  and  often  frtiitless  talks  between  countries  with  widely 
different  and  strongly  held  positions  on  agricultural  trade.   We  also  recognize  that 
it  probably  represents  an  important  breakthrough  for  the  world  trading  system. 
U.S.  negotiators  are  to  be  commended  for  their  efforts  to  find  a  solution  to  the 
many  trade  problems  in  this  sector. 

Although  the  agreement  fell  short  of  our  original  objectives  in  a  number  of 
areas,  it  has  achieved  a  nvunber  of  "firsts"  for  agriculture. 

For  the  first  time,  agriculture  was  not  dropped  from  the  negotiations  at  the 
last  minute  to  get  better  deals  in  other  areas.   For  the  first  time,  agrioiltural 
trade  will  be  governed  by  general  GATT  principles,  not  by  a  series  of  special 
exceptions.   For  the  first  time,  export  subsidies  will  be  Umited  in  both  voltune  and 
budgetary  terms.   For  the  first  time,  import  protection  for  agricultural  products 
will  be  imposed  through  tariffs  rather  than  through  more  restrictive  quotas  and 
other  non-tariff  barriers.  And  for  the  first  time,  Japan  and  Korea  will  allow 
access  to  their  markets  for  U.S.  rice. 

More  specifically,  subsidized  European  Union  (EU)  exports  could  be  reduced 
substantially  from  current  levels  by  the  year  2000.  The  EU  cxirrently  uses  export 
subsidies  for  wheat,  flour,  most  other  grains,  dairy  products,  beef,  pork,  sugar, 
poultry  and  a  wide  range  of  other  products.   A  number  of  U.S.  export  programs 
will  also  be  subject  to  the  Uruguay  Round  disciplines,  including  the  Export 
Enhancement  Program  (EEP). 

Non-tariff  barriers,  such  as  variable  levies  and  quotas,  will  be  converted  to 
tariffs  under  the  so-called  tarifBcation  plan.  There  are  no  exceptions,  which 
means  all  non-tariff  barriers  will  be  covered,  including  Japan's  rice  prohibition, 
Canada's  supply  management  quotas,  the  European  Union's  variable  levies  and 
U.S.  Section  22  quotas.  Canada's  calculations  of  tariff  levels  for  dairy  and  poultry 
products  and  its  refusal  to  phase  them  out  as  required  under  the  U.S.-Canada 
Free  Trade  Agreement  and  the  NAFTA  are  major  disappointments. 

The  U.S.  is  required  to  make  no  further  cuts  in  any  domestic  support 
program,  since  an  aggregate  reduction  in  domestic  support  exceeding  20  percent 
has  already  been  made  in  the  last  two  farm  bills. 

Obtaining  an  agreement  on  the  use  of  sanitary  and  phytosanitary  meastu-es 
to  avoid  their  use  as  disguised  trade  barriers  has  been  a  high  priority  for  U.S. 
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agriculture  in  these  trade  talks.  This  agreement  will  make  it  difficult  for 
countries  to  reduce  traditional  trade  barriers  and  simply  replace  them  with  a  new 
health  regulation. 

An  Agrioilture  Committee  will  be  established  to  monitor  the 
implementation  of  the  commitments  undertaken  in  the  agreement,  to  review 
notifications  by  members  of  new  or  revised  support  measvires  and  to  consider  any 
matter  of  concern  to  a  participating  country.   This  committee  will  operate  in 
conjimction  with  the  secretariat  of  the  World  Trade  Organization  (WTO)  created 
under  the  Uruguay  Round  agreement. 

Consultations  and  dispute  settlement  procedures  will  be  those  currently 
avEiilable  under  existing  GATT  articles  as  modified  by  the  Uruguay  Round 
Understanding  on  Rules  and  Procedures  Governing  the  Settlement  of  Disputes. 
This  understanding  significantly  strengthens  the  GATT  dispute  settlement  process 
by  establishing  time  limits  for  dispute  resolutions,  rights  to  panels  and  adoption  of 
panel  reports  unless  there  is  a  consensus  to  reject  a  report.   Currently,  there  is  no 
time  limit  on  dispute  settlement  actions,  there  is  no  right  to  a  panel  and  any 
panel  report  can  be  rejected  by  a  single  country.  Improving  the  GATTs  dispute 
settlement  procedures  has  been  an  important  objective  for  the  U.S.  for  some  time. 
Some  may  argue  that  it  weakens  U.S.  sovereignty,  but  nowhere  in  the  agreement 
does  the  U.S.  lose  any  sovereign  right  to  make  or  revise  its  own  trade  or  domestic 
laws. 

Special  and  differential  treatment  will  be  eifibrded  developing  countries. 
Developing  countries  will  be  allowed  10  years  to  implement  their  commitments, 
which  in  some  cases  are  reduced  from  the  general  Uruguay  Round  commitments. 
So-called  "least  developed  countries"  will  not  be  obliged  to  undertake 
conmiitments. 

Overall,  the  Uruguay  Round  will  be  a  net  plus  for  U.S.  agricultural  trade 
interests.   Farm  Bureau,  along  with  most  other  agric\iltural  organizations,  will 
strongly  support  language  in  the  implementing  legislation  to  re-direct  fiinds 
required  to  be  cut  fi-om  the  Export  Enhancement  Program  (EEP)  and  other 
restricted  programs  into  so-called  "green  box"  export  programs,  such  as  foreign 
market  development  and  food  aid.  As  stated  earlier.  Farm  Bureau  is  not  likely  to 
support  an  implementing  bill  that  forces  reductions  in  domestic  programs  beyond 
those  already  made  since  1985  as  American  agriculture's  contribution  to  the 
Uruguay  Round. 

KEY  ELEMENTS  OF  THE  AGRICULTURAL  AGREEMENT 
AND  FARM  BUREAU'S  EVALUATION 

The  following  is  in  no  way  intended  to  be  an  all-encompassing  analysis  of 
the  agreement  and  its  effect  on  U.S.  agriculture.   Given  the  fact  that  many  so- 
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called  "schedvdes  of  commitments"  are  only  now  becoming  publicly  available,  it  has 
been  diffioilt  to  assess  how  countries  will  apply  the  general  commitments  outlined 
below  to  individual  products. 

GENERAL  PROVISIONS: 

Reforms  are  to  begin  in  1995  with  the  six-year  implementation  period 
ending  in  the  year  2000.  The  actual  date  of  implementation  is  expected  to  be  July 
1,  1995. 

A  "continuation  clause"  is  contained  in  the  agreement  requiring  negotiations 
after  five  years  on  how  to  continue  the  reform  process.  The  clause  reads,  in  part: 
"...the  participants  agree  that  the  negotiations  for  continuing  the  [reform]  process 
will  be  initiated  one  year  before  the  end  of  the  implementation  period..."  This 
provision  represents  a  compromise  between  the  European  Union  (EU)  and  the 
U.S.  The  EU  had  originally  sought  a  simple  review  after  five  years,  whereas  the 
U.S.  initially  sought  a  commitment  to  continue  the  reforms  almost  automaticfdly 
for  a  total  of  10  years. 

A  limited  "pea<5e  clause"  is  provided  that  will  apply  for  nine  years.  Under 
this  provision,  certain  domestic  supports  and  export  subsidies  will  be  exempt  fi-om 
various  GATT  dispute  settlement  actions  as  long  as  they  conform  fully  to  the 
provisions  of  the  Uruguay  Round  agreement.   On  the  surface,  the  "peace"  language 
does  not  appear  to  be  objectionable,  since  it  does  not  weaken  any  countrjr's  right  to 
traditional  dispute  settlement  procedures,  where  offending  coimtries  have 
abrogated  the  agreement.  However,  this  clause  could  cause  imknown  problems  in 
the  future. 

Preliminary  evaluation: 

The  reforms  contemplated  in  these  general  provisions  should  represent  a 
positive  step  for  international  trade  in  agricultxu-al  products.   For  the  most  part 
they  did  not  go  as  far  as  the  U.S.  would  have  preferred,  but  they  should  allow  for 
increased  understanding  of  obligations,  improved  cooperation  and  reduced  trade 
conflicts  between  nations.   Where  disputes  arise,  the  dispute  settlement 
procedures  should  work  faster  and  better  to  resolve  them.  This  depends,  however, 
on  the  "peace  clause"  not  causing  an  unanticipated  loophole  allowing  the  use  of 
new  trade  distorting  measures. 

EXPORT  SUBSIDY  DISCIPLINES: 

Export  subsidy  expenditures  are  to  be  reduced  by  36  percent  over  six  years. 
The  tonnage  of  commodities  exported  with  subsidies  will  be  reduced  by  21  percent 
over  the  same  period.  The  percentage  reductions  will  be  made  fi-om  the  level  of 
subsidization  during  the  1986-1990  base  period  (average).  The  first  year  cuts 
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must  start  from  the  level  of  subsidization  in  effect  during  the  1991-1992 
representative  period.   Developing  countries  are  required  to  cut  export  subsidies 
by  24  percent  in  budgetary  terms  and  14  percent  in  tonnage  terms. 

Subsidy  cuts  must  be  6  percent  (or  4  percent  in  tonnage  terms)  the  first 
year,  but  can  be  as  little  as  3  percent  (or  1.75  percent  in  tonnage  terms)  each  year 
thereafter  as  long  as  they  reach  the  full  36  percent  and  21  percent  reductions 
mandated  by  the  year  2000. 

Export  subsidies  to  be  covered  include  direct  government  payments  to  any 
firm  or  organization  contingent  on  export  performance,  the  disposal  of  publicly 
owned  stocks  at  a  price  below  the  price  on  the  domestic  market,  export  subsidies 
financed  by  levies  on  producers  imposed  as  a  result  of  government  action, 
subsidies  to  reduce  the  cost  of  marketing  (other  than  generally  available  export 
promotion  advisory  services),  internal  transport  charges  on  terms  more  favorable 
than  for  domestic  shipments  and  subsidies  on  primary  products  contingent  on 
their  incorporation  in  expoi-ted  processed  products. 

Export  credits  emd  guarantees  and  food  aid  will  continue  to  be  subject  to 
existing  disciplines  under  the  Food  and  Agriculture  Organization  (FAO). 

Commitments  on  export  subsidies  will  include  undertakings  not  to  introduce 
or  re-introduce  subsidies  on  commodities  that  did  not  receive  subsidies  during  the 
base  period.  Also,  commitments  may  be  negotiated  among  the  participants  to 
limit  or  avoid  subsidies  on  exports  to  specific  markets  or  regions  of  the  world.   For 
example,  it  is  our  imderstanding  that  an  earlier  EU  commitment  not  to  introduce 
new  subsidies  on  shipments  into  the  Pacific  Rim  was  extended  in  bilateral  U.S.- 
EU  negotiations. 

Preliminary  evaluation: 

Subsidized  EU  exports  could  be  reduced  substantially  from  oirrent  levels  by 
2000.  The  effect  of  a  36  percent  reduction  in  subsidy  expenditures  and  a  21 
percent  reduction  in  actual  tonnages  will  have  to  be  examined,  however,  for  each 
of  the  many  commodities  sold  with  subsidies  on  the  world  market  by  the  EU.  The 
EU  currently  uses  export  subsidies  for  wheat,  flour,  most  other  grains,  dairy 
products,  beef,  pork,  sugar,  poultry  and  a  wide  range  of  other  products. 

The  1986-1990  base  period  for  export  subsidy  calculations  was  a 
compromise  achieved  in  the  original  Dunkel  proposal.  Applying  the  proposed 
percentage  reductions  to  an  earlier  period,  say  1986,  when  export  subsidies  were 
generally  lower,  would  have  meant  a  more  substantial  real  cut  in  subsidies  fit)m 
current  (higher)  levels.   By  the  same  token,  applying  the  cuts  to  a  more  recent 
period,  say  1990,  would  have  resulted  in  smaller  subsidy  cuts.   Basically,  if 
subsidized  exports  were  lower  during  the  base  period  than  they  are  today,  the 
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tonnage  cut  required  will  actually  be  greater,  in  some  cases  substantially,  than  the 
nominal  21  percent  agreed  upon. 

Providing  for  both  tonnage  and  budgetary  limits  on  export  subsidies  is 
important.  Budgetary  restraints  become  limiting  when  world  prices  are  low  and 
more  money  is  needed  to  make  up  the  difference  between  internal  prices  and 
external  prices.  In  such  situations,  the  EU,  in  particular,  may  become  more  of  a 
residual  suppUer  on  the  world  market. 

A  number  of  U.S.  export  programs  will  be  subject  to  the  Uruguay  Round 
discipUnes.  The  main  U.S.  program  is,  of  course,  the  Export  Enhancement 
Program  (EEP),  but  also  included  will  be  the  Cottonseed  Oil  Assistance  Program 
(COAP),  the  Soybean  OU  Assistance  Program  (SOAP)  and  the  Dairy  Export 
Incentive  Program  (DEEP).  The  U.S.  will  be  expected  to  reduce  expenditures  on 
these  programs  and  the  tonnage  of  product  shipped  according  to  the  agreement. 
Wheat  will  be  the  principal  comimodity  affected  by  the  cuts  in  the  EEP,  but  a 
nximber  of  other  commodities  wUl  also  be  affected.  Cottonseed,  soybeans  and 
dairy  products  are  obviously  the  products  affected  by  cuts  in  the  other  programs. 

EU  sugar  exports  will  be  covered  even  though  the  subsidy  pajmaents  are 
financed  by  the  producers.   Part  of  Canada's  transportation  subsidies  will  also  be 
included  but  not  those  that  are  provided  to  both  domestic  shipments  and  exports. 
Differential  export  taxes  used  by  Argentina  on  oilseed  products  do  not  appear  to 
be  affected. 

The  commitments  not  to  introduce  new  subsidies  on  commodities  is  more 
constraining  for  the  U.S.  than  for  the  EU,  since  many  more,  if  not  most,  EU 
exports  are  already  subsidized.  This  provision  will  mean  that  the  U.S.  will  not  be 
able  to  subsidize  exports  of  some  products  during  the  implementation  period,  even 
though  the  EU  can.  On  the  other  hand,  the  EU  has  always  been  more  willing  and 
able  to  appropriate  funds  for  subsidies  to  new  export  commodities,  and  this 
activity  will  be  more  tightly  controlled  in  the  fiitiire  under  the  agreement. 

MARKET  ACCESS  DISCIPLINES: 

As  an  overall  objective,  import  barriers  are  to  be  lowered  by  36  percent  over 
six  years. 

On  average,  tariffs  will  be  reduced  by  36  percent  over  the  six-year  period 
1995  to  2000.  To  attain  the  overall  36  percent  average  reduction,  tariffs  on 
individual  products  may  be  reduced  more  than  36  percent,  but  no  tariff  may  be 
reduced  by  less  than  15  percent  (10  percent  for  developing  countries). 

Non-tariff  barriers,  such  as  variable  levies  smd  quotas,  will  be  converted  to 
tariffs  under  the  so-called  tarifiBcation  plan.  There  are  no  exceptions,  which 


326 


means  all  non- tariff  barriers  will  be  covered,  including  Japan's  rice  prohibition, 
Canada's  supply  management  quotas,  the  European  Union's  variable  levies  and 
U.S.  Section  22  quotas.  In  most  cases,  countries  will  probably  choose  to  employ 
"tariff  quotas"  to  carry  out  their  commitments  under  tariffication. 

Tariff  quotas  will  operate  as  follows:   For  a  given  conmiodity,  the  same  level 
of  imports  will  be  allowed  to  enter  as  entered  during  the  base  period  1986-88 
(average)  under  low  or  non-restrictive  tariffs.   Once  that  level  of  imports  is 
reached  in  a  given  year,  a  higher  tariff  will  be  imposed  to  limit  additional  imports. 
According  to  the  guidelines  agreed  upon,  the  quantitative  limits  are  to  be 
increased  by  3  percent  per  year  over  six  years  and  the  above-quota  tariffs  will  be 
gradually  lowered  according  to  the  reduction  plan  for  regular  tariffs  (36  percent 
reductions  by  the  year  2000  with  no  reduction  less  than  15  percent  for  developed 
countries,  10  percent  for  developing  countries). 

The  above-quota  tariff  will  be  essentially  the  difference  between  the  internal 
and  world  prices  during  the  base  period  so  as  to  provide,  at  least  initially,  the 
same  level  of  price  protection  from  imports  as  exists  under  the  current 
restrictions. 

In  cases  where  imports  of  a  given  commodity  during  the  1986-88  base 
period  were  below  3  percent  of  domestic  consumption,  countries  would  have  to 
establish  an  initial  "minimum  access"  tariff  quota  at  3  percent  of  domestic 
consimaption,  and  this  would  have  to  increase  to  5  percent  by  the  year  2000.   A 
special  exemption  has  been  included  that  allows  countries  to  delay  tariffication 
until  the  end  of  the  implementation  period  under  certain  circumstances:  no  export 
subsidies  are  used,  controls  exist  on  production  and  the  product  has  been 
identified  as  having  special  factors  (e.g.  national  security).   In  order  to  take 
advantage  of  this  exemption,  countries  must  agree  to  allow  imports  equaling  4 
percent  of  domestic  consvmiption  (as  opposed  to  3  percent)  the  first  year  and 
increase  imports  to  8  percent  of  consumption  at  the  end  of  six  years. 

A  special  safeguard  mechanism  may  be  used  to  temporarily  limit  imports,  if 

(1)  the  volume  of  imports  during  the  marketing  year  exceeds  certain  triggers,  or 

(2)  the  import  price  of  the  commodity  in  question  falls  below  the  average  price 
during  the  1986-1988  base  period.  There  are  limits  on  both  the  time  such  a 
safeguard  may  be  imposed  and  the  level  of  the  tariff  safeguard  employed. 

Preliminary  evaluation: 

Most  U.S.  agricultural  imports  are  subject  to  tariffs,  and  these  are  generally 
low  or  already  zero.  The  36  percent  tariff  cuts  by  the  year  2000  will  not  have  a 
major  impact  on  most  producers.  Where  U.S.  tariffs  are  high  (mainly  in  the  fruit 
and  vegetable  sector),  36  percent  cuts  could  be  significant,  but  these  wiU  be 
phased  in  over  six  years  at  6  percentage  points  each  year,  and  many  will  be 
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subject  only  to  15  percent  cuts  over  the  six  years.   However,  deeper  cuts  will  have 
to  be  made  in  tariffs  on  other  products  to  reach  the  aggregate  36  percent  cut 
mandated. 

Tariffication  wiU  mean  that  U.S.  Section  22  quotas  will  be  converted  to 
tariff  rate  quotas.  Minimum  import  access  will  have  to  be  provided,  equaling  3 
percent  of  domestic  consumption  in  1995,  rising  to  5  percent  by  1999  (this  does  not 
mean  the  U.S.  must  import  this  amount;  it  means  that  the  U.S.  not  restrict  access 
for  this  amount).  This  provision  will  affect  peanuts,  and  individual  dairy  and 
sugar  products  where  imports  are  less  than  3  percent  of  consumption.  Likewise, 
the  U.S.  Meat  Import  Law  will  be  replaced  with  tariff-rate  quotas  vmder  the 
agreement. 

One  advantage  of  tariff  quotas  over  quotas  is  that  they  are  legal  in  the 
GATT  and  do  not  require  a  waiver  to  be  maintained,  as  is  the  case  with  Section 
22,  they  are  not  challengeable  in  the  GATT,  and  as  such  they  are  less  likely  to 
come  under  congressional  scrutiny. 

Where  imports  already  exceed  the  minimum  access  levels,  the  existing 
quotas  will  be  converted  to  tariff  quotas  at  current  access  levels.   The  above-quota 
tariff  will  be  subject  to  the  overall  tariff  reduction  commitment  by  2000.   In  most 
cases,  the  degree  of  tariff  cut  will  not  result  in  substantial  increases  in  imports, 
since  it  is  to  be  expected  that  the  tariff  cuts  for  such  products  will  be  the 
minimum  15  percent  required. 

The  EU  has  agreed  to  ensure  that,  in  its  conversion  of  variable  levies  to 
tariff  quotas,  it  will  assure  the  maintenance  of  current  access  levels  for  imports. 
It  had  been  feared  that  the  EU  would  interpret  the  methodology  for  conversion  to 
tariffs  in  such  a  way  as  to  actu£dly  reduce  market  access  opportunities  for  imports 
into  the  EU  market.  This  EU  commitment  can  be  viewed  as  better  than  the  EU's 
alternative,  but  it  cannot  be  viewed  as  achieving  greater  market  access. 

The  fact  that  a  rebalancing  clause  was  not  included  in  the  agreement  is 
significant.  The  U.S.  could  not  have  accepted  any  agreement  that  included 
rebalancing.   Rebalancing  would  have  permitted  the  EU  to  erect  new  import 
restrictions  on  com  gluten  feed  and  other  products,  and  would  have  set  an 
extremely  bad  precedent  for  future  trade  negotiations. 

The  safeguard  mechanism  needs  careful  study  in  terms  of  its  impact  on 
specific  products.  The  notion  of  a  price-based  safeguard  originated  with  the  EU, 
which  wanted  to  retain  a  mechanism  that  would  operate  much  like  the  variable 
levy  that  the  tariff  quotas  were  meant  to  replace.  If  the  safeguards  are  allowed  to 
operate  too  quickly,  they  will  be  too  trade  inhibiting.  The  estabUshment  of  the 
price  base  of  1986-1988  will  prevent  the  use  of  safeguard  tariffs  unless  import 
prices  are  below  the  average  price  during  that  period.  The  impact  will  vary  from 


328 

m 


9 


commodity  to  commodity  depending  on  the  relationship  between  those  prices  and 
prices  today,  and  in  the  futxare. 

In  summary,  the  benefits  of  the  market  access  agreement  will  depend 
greatly  on  the  degree  to  which  countries'  offers  are  consistent  with  their 
obligations,  and  this  cannot  be  known  until  all  country  schedules  are  available. 

DOMESTIC  SUPPORT  DISCIPLINES: 

Domestic  supports  fall  into  two  categories:  those  that  are  minimally  or  non- 
trade  distorting  and,  therefore,  not  subject  to  GATT  disciplines;  and  those  that  are 
trade  distorting  and,  therefore,  subject  to  gradvial  reductions. 

Domestic  supports  not  subject  to  reductions  must  meet  the  fundamental 
requirement  that  they  have  no,  or  at  most  minimal,  trade  distorting  or  production 
effects.   Examples  of  such  non-trade  distorting  domestic  subsidies  include: 
disaster  relief,  domestic  food  aid  programs,  food  security  stockholding,  income 
insurance,  structural  adjustment  and  long  term  land  retirement  programs, 
environmental  payments,  regional  assistance,  research,  pest  and  disease  control, 
training  services,  extension  services,  inspection  services,  promotion  services, 
infrastructural  works  and  services  and  direct  or  decoupled  payments  to  producers. 

Under  the  GATT  proposal,  trade  distorting  internal  subsidies  will  be  subject 
to  20  percent  reductions  in  their  respective  "aggregate  measurements  of  support" 
(AMS)  over  six  years.  The  AMS,  to  greatly  oversimplify,  is  the  difference  between 
the  supported  internal  price  of  the  commodity  and  the  fixed  external  reference 
price  for  the  same  commodity  during  the  base  period  1986-88  (average)  multipUed 
by  the  quantity  of  production  eligible  for  the  support. 

Domestic  supports  that  do  not  exceed  5  percent  of  the  total  value  of 
production  of  a  product  or  product  sector  will  not  be  subject  to  reduction 
requirements. 

Countervailing  duties  may  not  be  applied  against  domestic  subsidies 
employed  in  accordance  with  the  agreement.   Other  measures,  for  example  Section 
301,  may  be  employed,  however.  This  prohibition  on  the  use  of  countervaiUng 
duties  does  not  apply  to  direct  export  subsidies. 

Preliminary  evaluation: 

Trade-distorting  domestic  supports  are  to  be  reduced  by  20  percent  over  six 
years,  beginning  in  1995  and  using  the  average  level  of  support  in  1986-1988  as 
the  starting  point.   Therefore,  where  supports  were  higher  during  the  base  period 
than  today,  no  reductions  will  be  required. 
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Domestic  support  cuts  are  not  actually  made  in  the  support  price,  itself,  but 
rather  in  the  gap  (the  AMS)  between  the  supported  internal  price  and  the  external 
reference  price.  The  gap  depends  not  only  on  the  level  of  government  support,  but 
also  on  the  reference  price  level  during  the  1986-1988  base  period.  In  any  case, 
the  20  percent  cut  in  the  gap  by  1999  would  result  in  annual  reductions  in  the  gap 
of  3.3  percent  beginning  in  1995. 

To  determine  the  actual  effect  on  support  prices,  the  external  reference 
prices  would  have  to  be  known.   However,  assuming  that  the  domestic  price  is  no 
more  than  a  third  higher  than  the  external  price,  the  effect  is  likely  to  be  no  more 
than  a  1  percent  reduction  in  the  support  price  each  year. 

The  GATT  agreement  would  allow  any  lost  income  to  producers  from  these 
cuts  to  be  offset  by  direct  income  payments  that  may  be  tied  to  environmental  or 
other  similar  activities,  but  may  not  be  tied  to  production. 

SANITARY  AND  PHYTOSANTTARY  DISCIPLINES: 

An  agreement  on  sanitary  and  phytosanitary  (S&P)  measures  is  included  in 
the  Uruguay  Round  agreement.   It  establishes  rules  and  disciplines  on  the 
development  and  use  of  measures  in  the  areas  of  food  safety  and  plant,  animal 
and  human  health  to  ensure  they  are  not  employed  as  unjustifiable  trade  barriers. 
The  S&P  agreement  acknowledges  the  sovereign  right  of  countries  to  adopt 
regulations  in  these  areas  but  requires  that  they  be  based  on  valid  scientific 
grounds.   Countries  are  expected  to  use  international  standards  whenever 
appropriate,  but  may  adopt  stricter  standards  provided  they  are  based  on 
available  scientific  evidence  that  more  stringent  standards  are  necessary. 

Preliminary  evaluation: 

The  achievement  of  an  agreement  on  the  use  of  sanitary  and  phytosanitary 
measures  to  avoid  their  use  as  disguised  trade  barriers  has  been  a  high  priority 
for  U.S.  agriculture  in  these  trade  talks.   This  agreement  will  make  it  difficult  for 
countries  to  reduce  traditional  trade  barriers  and  simply  replace  them  with  a  new 
health  regulation.  On  the  other  hand,  no  country  will  be  prevented  from  adopting 
measures  that  are  genuinely  necessary  for  the  protection  of  human,  plant  or 
animal  life,  based  on  valid  scientific  data.  There  is  nothing  in  the  agreement  that 
will  reqviire  the  U.S.  to  adopt  weaker  regulations  or  will  prevent  the  U.S.  or  any 
state  from  adopting  more  stringent  regulations,  as  long  as  they  have  a  scientific 
basis.  Even  if  challenged,  the  U.S.  would  not  be  required  to  weaken  them,  if  our 
scientists  believe  they  are  valid. 


330 


National  Grange 

of  THE  ORDER  of  PATRONS  of  HUSBANDRY ^— ^ 

1616  H  Street,  N.W.,  Washington,  DC.  20006-4999  -  (202)  628-3507  -  FAX:  (202)  3471091 


Robwl  E.  Barrow,  MuMr 


April     15,     1994 

The  Honorable  E  (Kika)  de  la  Garza,  Chairman 
House  Agriculture  Committee 
1301  Longworth  House  Office  Building 
Washington,  D.  C.  20515-6001 

Dear  Mr.  Chairman: 

The  National  Grange  has  some  reservations  regarding  the 
Uruguay  Round  of  the  General  Agreement  on  Tariffs  and  Trade.  The 
voting  delegates  at  our  127th  Annual  Convention  adopted  a  posi- 
tion in  opposition  to  the  tariff ication  of  the  Section  22  re- 
strictive quotas  on  dairy  products.  For  that  reason,  we  have  not 
taken  a  position  on  the  final  trade  agreement. 

However,  we  strongly  oppose  the  proposals  that  are  being 
considered  by  the  Administration  that  would  require  significant 
reductions  in  the  current  farm  programs,  export  subsidies,  and 
GATT-legal  "green  box"  export  assistance  programs  to  help  offset 
a  major  portion  of  the  revenue  loss  as  a  result  of  reduced  tariff 
revenues  under  the  trade  agreement. 

There  has  been  an  ongoing  debate  over  the  cost  of  the  GATT 
agreement,  which  was  signed  last  week  in  Marrakesh,  Morocco,  by 
125  nations.  The  scheduled  reduction  in  import  tariffs  under  the 
agreement  will  result  in  a  net  loss  of  federal  revenues  of  an 
estimated  $13  to  $18  billion  over  the  next  five  years.  Of  that 
amount,  only  $688.8  million  is  attributable  to  a  reduction  in 
agricultural  tariffs.  It  is  difficult  for  farmers  to  understand 
why  they  may  be  asked  to  pay  for  non  agricultural  sectors'  loss 
in  tariff  revenues  by  further  reductions  in  agricultural  pro- 
grams. 

Agriculture  accepted  the  negotiated  reduction  in  domestic 
and  export  subsidies  for  agricultural  commodities  during  the 
Uruguay  Round.  In  exchange,  we  received  similar  percentage 
reductions  from  the  European  Community  (European  Union)  in  like 
programs.  However,  because  both  their  (EU)  domestic  and  export 
subsidies  were  higher  than  ours,  the  percentage  reduction  still 
leaves  somewhat  of  an  uneven  playing  field. 

Likewise,  we  were  disappointed  in  the  changes  made  to  the 
original  Blair  House  accords.  But  we  accepted  the  further  reduc- 
tion in  U.  S.  agriculture's  goals  regarding  export  subsidies 
because  we  did  not  want  to  be  obstructionists  to  a  final  GATT 
agreement. 
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The  Honorable  E  (Kika)  de  la  Garza,  Chairman 
April  15,  1994 
Page  2 

If  U.  S.  agriculture  is  forced  to  absorb  the  $3  to  $4 
million  estimated  tariff  revenue  loss  through  further  reductions 
in  farm  programs,  export  subsidies,  and/or  GATT-legal  export 
assistance  programs,  it  would  be  unilateral  U.  S.  agricultural 
disarmament  and  would  be  injurious  to  American  farmers  and 
ranchers. 

Therefore,  we  strongly  oppose  having  U.  S.  farmers  pay  for  a 
disproportionate  share  of  the  cost  of  the  GATT  agreement. 

Thank  you  for  allowing  the  Grange  to  present  its  views  on 
the  GATT  implementing  legislation.  We  ask  that  this  letter  be 
made  part  of  the  hearing  record. 

Sincerely, 

Robert  E.  Barrow,  Master 
National  Grange  of  the  Order 
of  Patrons  of  Husbandry 

REB/rfh 
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STATH^IENT  BY  THE 

HONORABLE  DOUG  BEREOTER 

BEFORE  THE 

HOUSE  AGRICULTURE  COMMITTEE 

APRIL  20,  1994 

Mr.  OiairTnan  (Mr.  de  la  Garza) ,  Ranking  Minority  Member  (Mr.  Roberts) , 
and  Members  of  the    committee,  thank  you  for  the  opportunity  to  offer 
testimony  before  your  committee  today  on  the  Uruguay  Round  trade  agreement  and 
its  beneficial  effect  on  U.S.  agriculture. 

First,  let  me  state  that  I  clearly  believe  the  Uruguay  Round  trade 
agreement,  if  implemented,  will  substantially  inprove  the  world  trade 
environment  for  many  industrial  sectors  and  especially  agriculture.  I  have 
been  a  longtime  proponent  of  efforts  to  include  agricultural  trade  under  world 
trade  rules.  As  one  of  the  world's  most  coitpetitive  producers  of 
agricultural  commodities,  the  United  States  stands  to  gain  the  most  from 
disciplined  trade  rules  in  this  very  important  industry. 

Mr.  Chairman,  since  1947  and  the  inception  of  the  General  Agreement  on 
Tariffs  and  Trade,  member  nations  have  cooperated  to  write  international  trade 
rules  for  nearly  all  industries.  However,  for  many  reasons,  these  nations 
have  been  unable  to  cooperate  and  form  global  trade  rules  for  agriculture. 
The  Uruguay  Round's  most  ambitious  task  was  to  forge  basic  rules  for  this 
inportant  sector.  Although  it  took  longer  than  planned,  this  is  clearly  the 
single  most  important  acconplishment  of  the  Uruguay  Round. 

By  including  agricultural  trade  under  world  trade  rules  for  the  first 
time  ever,  the  Uruguay  Round  is  projected  to: 

•  Increase  U.S.  Agricultural  exports  from  $1.6  -$4.7  billion  by 
year  2000  and  from  $4.7  -  $8.7  billion  by  2005,  with  grain  zmd 
amimal  products  accounting  for  75%  of  the  increase. 

•  Increase  net  farm  sector  income  by  as  much  as  $1.3  billion  in 
2000  and  by  as  much  as  $2.5  billion  in  2005.  This  could  help  to 
reduce  government  spending  on  agricultural  subsidies  by  roui^ly 
the  same  amount. 

Mr.  Chairman,  the  Uruguay  Round  trade  agreement  is  projected  to  have 
this  positive  effect  on  U.S.  agriculture  because  it  acconplishes  the  following 
four  essential  tasks: 

1)  It  reduces  and  prohibits  many  trade-distorting  internal  subsidies 
and  other  agricultural  policies.   (Because  U.S.  agricultural  producers  have 
already  been  forced  to  take  serious  budget  cuts,  they  will  not  be  affected  by 
internal  subsidy  reduction  agreements  reached  under  the  accord.) 

2)  It  reduces  trade  distorting  and  price  depressing  export  subsidies. 
(Unfortunately,  the  Clinton  Administration's  was  forced  to  accept  a  European 
Union  proposal  to  more  gradually  reduce  their  trade-distorting  agricultural 
export  suijsidies.  This  compromise  represented  a  retreat  from  the  dramatic 
Blair  House  agricultural  accord  previously  negotiated  by  the  Bush 
Administration  which  would  have  prohibited  the  European  Union  from  subsidizing 
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an  euldltional  8.1  million  tons  of  wheat  and  flour  over  the  six  year  ph2ise-out 
period) . 

3)  It  converts  non-tariff  barriers  to  tariff  equivalents,  binding  all 
tariffs  and  reducing  both  existing  and  new  tariffs  over  time.   (This  binding 
of  tariffs  incidentally  will  have  its  most  significant  iirpact  on  developing 
and  newly  develc^)ed  countries  entering  the  World  Trade  Organization. . .For 
instance,  the  new  binding  tariff  rates  are  already  having  a  beneficial  iitpact 
on  Taiwan's  WTO  accession  negotiations  with  United  States  trade  officials.) 

4)  It  establishes  a  science-based  system  to  discipline  agricultural 
trade  rules,  and  therefore,  makes  it  more  difficult  for  inporting  nations  to 
discriminate  against  U.S.  agricultural  commodities  on  illegitimate  health  and 
Seifety  claims. 

Clearly,  Mr.  Chairman,  the  Uruguay  Round  trade  agreement  is  greatly 
beneficial  to  the  U.S.  agricultural  industry  which  currently  enjoys  an  annual 
$18  billion  trade  surplus.  To  Nebraska's  grain  and  livestock  producers,  this 
agreement  is  perhaps  most  beneficial.  Our  grain  producers  ejqxsrt  nearly  one 
out  of  every  three  acres,  so  export  subsidy  reductions  (which  fall  more 
drastically  on  European  Union  producers)  will  better  enable  them  to  conpete 
for  foreign  markets  by  "leveling  the  playing  field."  Additionally,  these 
grain  producers  should  benefit  indirectly  fron  greater  market  access  to 
countries  like  Korea,  where  Nebraska's  livestock  producers  expect  to  e^qxirt  a 
lot  more  grain-fed  meat  products. 

Nevertheless,  Mr.  Chairman,  despite  the  Uruguay  Round  agreement's 
overviielmingly  beneficial  effect  on  U.S.  agriculture,  it  has  been  reported  in 
several  newspapers  that  the  Clinton  Administration  may  atterrpt  to  make-up  lost 
tariff  revenues  from  implementation  of  the  Uruguay  Round  by  forcing 
unnecessary  and  imprudent  budget  cuts  on  the  U.S.  agricultural  industry. 
While,  I  believe  there  is  a  strong  justification  for  waiving  the  budget  act's 
application  to  the  Uruguay  Round  inplementation  legislation  because  the 
increcised  economic  activity  generated  under  the  enhanced  trade  fron  the 
Uruguay  Round  would  generate  more  corporate  and  individual  income  tax  revenue 
than  the  lost  tariff  fees  even  in  the  first  year,  I  urge  the  Administration, 
at  a  minimum,  to  fund  all  U.S.  agricultural  export  subsidy  programs  to  the 
full  extent  permitted  by  the  value  and  volume  export  subsidy  reduction 
CCTnmitments  undertaken  in  the  Uruguay  Round.  Final Iv.  I  support  efforts  by 
the  coalition  of  food  cind  agricultural  interests  to  request  that  the 
Administration  shift  current  funding  from  Uruguay  Round  reduced  or  disallowed 
programs  to  certain  "green  box"  subsidy  programs  v^ich  are  permitted  to  be 
increased  under  the  Uruguay  Round  agreement. 

Mr.  Chairman,  I  am  sure  you  agree,  that  American  agricultural  producers 
have  been  forced  to  make  significant  agricultural  subsidy  reductions  in  recent 
Farm  Bills  and  agriculture  appropriations  acts.  The  Uruguay  Round 
negotiations  take  into  account  these  past  cuts  in  agricultural  subsidies  and 
U.S.  farmers  were  assured  during  the  Uruguay  Round  negotiations  that  recent 
internal  agriculture  subsidy  reductions  were  sufficient  to  meet  the 
canmitments  made  in  that  agreement.  It  would  be  especially  harmful  if  the 
Clinton  Administration  decided  to  "unilaterally  disarm"  the  U.S.  agricultural 
industry  by  reducing  agricultural  subsidies  permitted  under  the  Uruguay  Round 
agreement.  If  the  United  States  chooses  such  an  unrealistic  strategy,  foreign 
agricultural  producers  and  nations  will  gladly  take  over  traditional  U.S. 
markets  and  beat  us  to  lucrative  markets  emerging  in  the  world's  developing 
countries. 
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Bxecutive  Summary 

Mr.  Chairman,  thank  you  for  this  opportunity  to  submit 
testimony  for  the  record  on  behalf  of  the  Coalition  for  Food  Aid 
regarding  the  implementation  of  the  Final  Act  Embodying  the 
Results  of  the  Uruguay  Round  of  Multilateral  Trade  Negotiations 
("Final  Act").   The  Coalition  for  Food  Aid  is  comprised  of 
private  voluntary  organizations  and  cooperatives  which  conduct 
international  food  assistance  programs  using  commodities  provided 
pursuant  to  P.L.  480  title  II,  Section  416  of  the  Agricultural 
Act  of  1949,  and  the  Food  for  Progress  Act.^ 

The  Final  Act  requires  reductions  in  agricultural  export 
subsidies  over  a  period  of  six  years.   However,  it  permits 
certain  "green  box"  activities,  including  agricultural  market 
promotion  and  food  assistance  programs.   We  believe  the  United 
States  should  maximize  its  use  of  allowable  green  box  activities. 

The  Final  Act  includes  a  Ministerial  Declaration  stating 
that  the  Ministers  agree  to  increase  their  provision  of  food  aid 
to  developing  countries.   This  declaration  is  based  on  the 
findings  of  a  number  of  studies  that,  as  a  result  of  trade 
liberalization,  world  commodity  prices  are  expected  to  increase 
and  poor,  food- importing  countries  will  be  less  able  to  afford  to 
purchase  foodstuffs. 

We  call  your  attention  to  this  food  aid  declaration,  Mr. 
Chairman,  because  ve   believe  that  the  intent  of  the  Ministers' 
agreement  should  be  incorporated  into  the  implementing 
legislation.   We  are  concerned  that  U.S.  food  aid  tonnage 
(Section  416  and  P.L.  480  combined)  is  30  percent  less  in  FT  1994 
than  in  FT  1993.   The  President's  budget  request  would  reduce 
P.L.  480  funding  by  an  additional  17  percent  in  FT  1995.   These 
decreases  in  U.S.  food  assistance  run  counter  to  the  Ministers' 
agreement  that  the  provision  on  food  aid  to  poor,  food-importing 
countries  should  be  increased.   Therefore,  language  needs  to  be 
included  in  the  Implementing  language  in  order  to  reverse  this 
downward  trend  in  U.S.  food  assistance. 


Members  of  the  Coalition:   National  Cooperative  Business 
Association,  CARE,  ADRA  International,  Land  0' Lakes,  Save  the 
Children,  World  Vision  Relief  &  Development,  Inc.,  Catholic 
Relief  Services,  Afrlcare,  Agricultural  Cooperative 
Development  International,  International  Orthodox  Christian 
Charities,  Opportunities  Industrialization  Centers 
International ,  Inc . 
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Effects  of  the  Final  Act  on  Food  Aid  Needs  and  Availabilities 

Due  to  changes  in  U.S.  agricultural  policies,  levels  of 
government -he Id  surplus  commodities  have  decreased.   As  a  result 
of  the  Final  Act,  international  surpluses  are  expected  to  fall 
and  world  food  prices  are  expected  to  increase.   Therefore, 
levels  of  international  food  aid  should  no  longer  be  driven  by 
the  amount  of  surplus  stocks  held  in  government  inventories. 
Instead,  levels  of  assistance  should  be  driven  by  food  aid  needs. 

Our  country  has  already  moved  away  from  the  concept  of 
"surplus  disposal"  as  the  purpose  for  food  assistance  programs. 
The  1990  Food,  Agriculture,  Conservation,  and  Trade  Act  ("FACT 
Act")  created  a  new  overarching  goal  for  P.L.  480:   promoting  the 
food  security  of  the  developing  world.   Over  a  forty  year  period, 
the  focus  of  P.L.  480  has  shifted  from  being  a  surplus  disposal 
and  foreign  policy  mechanism  to  providing  food  assistance  to 
countries  which  lack  food  security  and  to  help  to  improve  the 
living  conditions,  health,  incomes  and  productivity  of  poor  and 
malnourished  people. 

Therefore,  even  though  the  United  States  may  no  longer  have 
surplus  commodities  to  donate  abroad  pursuant  to  the  Section  416 
authority,  P.L.  480  can  be  used  and  new  authorities  can  be 
developed  to  assure  that  the  United  States  continues  to  play  a 
meaningful  role  in  addressing  the  food  aid  needs  of  less 
developed  countries. 

References  to  Food  Aid  in  the  Final  Act 

Article  10  of  the  Agreement  on  Agriculture  states,  among 
other  things,  that  donors  of  international  food  aid  shall  ensure 
that:   (1)  food  assistance  is  not  directly  or  indirectly  tied  to 
commercial  exports;  (2)  international  food  aid  transactions  will 
be  carried  out  in  accordance  with  the  Food  fuid  Agriculture 
Organization  principles  of  surplus  disposal  and  the  usual 
marketing  requirements  ("UMRs");  and  (3)  food  aid  shall  be 
provided  to  the  extent  possible  in  fully  qr&nt.   form  or  in  terms 
no  less  concessional  than  those  provided  for  in  Article  VI  of  the 
Food  Aid  Convention  of  1986.   The  United  States'  assistance 
programs  which  meet  the  Article  10  definition  of  food  aid  include 
P.L.  480,  Food  for  Progress,  Section  416,  and  the  Food  Security 
Wheat  Reserve . 

Special  measures  were  also  incorporated  into  the  Final  Act 
as  part  of  the  Ministerial  Decisions  and  Declarations  concerning 
the  "possible  negative  effects  of  the  reform  programme  on  least- 
developed  and  net  food- importing  developing  countries."   To 
summarize,  this  part  states  that: 
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1.  Due  to  the  liberalization  of  agricultural  trade,  least 
developed  and  net  food- importing  countries  may 
experience  negative  effects  in  terms  of  the  avail- 
ability of  adequate  supplies  of  basic  foodstuffs  from 
external  sources  on  reasonable  terms  and  conditions, 
and  in  financing  normal  levels  of  commercial  imports  of 
basic  foodstuffs. 

2 .  The  Ministers  agree  to  review  the  level  of  food  aid 
established  by  the  Committee  on  Food  Aid  under  the  Food 
Aid  Convention  and  to  initiate  negotiations  to 
establish  a  level  of  food  aid  commitments  sufficient  to 
meet  the  legitimate  needs  of  developing  countries . 

3.  The  Ministers  agree  to  adopt  guidelines  to  ensure  that 
an  increasing  proportion  of  basic  foodstuffs  is 
provided  to  least  developed  and  net  food- importing 
countries  as  food  aid. 

The  Ministerial  agreement  to  increase  food  aid  commitments 
is  in  accordance  with  section  2  of  the  Agricultural  Trade 
Development  and  Assistance  Act  of  1954,  as  amended,  which  calls 
on  the  President  to  "increase  the  contributions  of  food  aid  by 
the  United  States,  and  encourage  other  donor  countries  to 
increase  their  contributions  toward  meeting  new  food  aid 
requirements . " 
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OSmON  STATEMENT 


Testimony  of  the 

National  Association  of  State  Departments  of  Agriculture 

Submitted  To 

House  Committee  on  Agriculture 

April  20.  1 994 

Re:  GATT  Revenue  Offset  Proposals 


The  National  Association  of  State  Departments  of  Agriculture  (NASDA)  appreciates  the 
opportunity  to  submit  testimony  to  the  House  Committee  on  Agriculture  which  addresses 
concerns  over  reports  that  the  Administration  has  under  consideration  proposals  which  would 
require  significant  reductions  in  agriculture-related  programs  to  help  offset  tariffs  losses  to  the 
General  Agreement  of  Trade  and  Tariff  (GATT).  NASDA  is  the  nonprofit  association  of  public 
officials  representing  the  Commissioners,  Secretaries  and  Directors  of  Agriculture  in  the  fifty 
states  and  the  territories  of  America  Samoa,  Guam,  Puerto  Rico  and  the  Virgin  Islands.  The 
viability  of  American  agriculture  depends  on  developing  and  maintaining  not  only  sound 
production  programs  but  also  strong  competitive  export  programs  and  markets. 

As  the  chief  state  agricultural  officials  concerned  with  production  agriculture  and  export 
market  development  programs  across  the  entire  United  States,  NASDA's  members  are 
alarmed  over  reports  that  the  Administration  apparently  is  considering  proposals  which  would 
address  the  new  GATT  revenue  offsets  by  unfairly  requiring  a  significant  proportion  of  the 
estimated  $14  to  $18  billion  revenue  reduction  to  be  made  up  by  reducing  critical  agriculture 
support  programs. 

More  disturbing,  however,  is  the  fact  that  such  a  requirement  is  completely  contrary  to  the 
Administration's  repeated  assurances  to  agriculture  throughout  the  negotiations  relating  to 
GATT  that  such  would  not  be  the  case.  At  the  same  time,  the  Administration  consistently 
emphasized  its  commitment  to  fully  and  aggressively  utilize  the  full  range  of  authorities  under 
GATT  to  maintain  U.S.  agriculture's  ability  to  remain  competitive  in  the  international 
marketplace. 

•  It  should  be  noted  the  $  1 4  to  $  1 8  billion  cost  to  the  United  States  in  reduced  revenue 

is  highly  subjective  and  reflects  only  the  estimated  revenue  losses  resulting  from 
required  reductions  in  tariff  levels  under  the  GATT.  These  losses  do  not  take  into 
account  the  potential  for  increasing  revenues  projected  during  GATT  negotiations,  as 
a  result  of  expanded  trade  opportunities  and  additional  economic  activity,  which 
translate  into  more  jobs  and  a  larger  tax  base.    NASDA  believes  it  would  be  grossly 


NASDA  IS  A  NONPROFTT  /tSSOCUTION  OF  PUBUC  OFTICULS  REPRESENTING  THE  COMMISSIONERS. 

Secretaries  and  Directors  of  Agriculture  in  the  fifty  suits  and  four  terrtiories. 
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unfair  to  require  U.S.  agriculture  to  offset  a  disproportiorute  share  of  these  revenue 
losses  since  the  cost  resulting  from  reductions  in  agriculture-related  tariffs  amount  to 
less  than  5  percent  of  the  estimated  total. 

The  Administration  has  estimated  that  the  new  GATT  agreement  may  increase  U.S. 
agriculture  exports  by  $1 .6  to  $4.7  billion  by  the  year  2000  and  its  share  of  the  world  market 
by  an  additional  one  percent.  U.S.  net  farm  income  is  also  projected  to  be  nearly  $1  billion 
higher  by  the  year  2000,  an  increase  of  one  to  two  percent. 

Even  these  modest  projections,  however,  assumed  that  current  programs  would  be 
maintained,  as  allowed  under  GATT,  at  current  baseline  levels.  Based  on  such  projections, 
further  reductions  in  domestic  and  intematiorui  programs  below  the  current  baseline  could 
result  in  the  new  GATT  agreement  becoming  more  of  a  negative  for  agriculture  rather  than 
a  positive. 

Since  the  1980's  the  international  marketplace  has  been  characterized  by  increasing 
competition,  much  of  it  heavily  subsidized,  and  the  use  of  unfair  trading  practices  and  artificial 
trade  barriers.  As  a  result,  U.S.  agriculture  has  continued  to  lose  market  share.  This  loss  in 
market  share  has  cost  U.S.  agriculture  and  our  national  economy  approximately: 

-$10  billion  in  reduced  exports  annually; 

-$24  billion  in  lost  economic  activity  annually;  and 

-over  200,000  fewer  jobs. 

Whether  the  recently  signed  GATT  agreement  will  help  reverse  this  decline  by  providing 
expanded  trade  opportunities  for  U.S.  agriculture  remains  to  be  seen.  Again,  the  key  to  its 
success  will  depend  on  the  U.S.  government  and  its  level  of  commitment  to  U.S.  agriculture. 

A  solid  commitment  to  American  agriculture  is  essential  for  several  important  reasons. 

•  First,  the  new  GATT  agreement  increases  competition  -  both  in  domestic  and 
international  markets. 

Within  the  domestic  market,  competition  will  increase  as  a  result  of  the  U.S. 
providing  the  rest  of  the  world  with  increased  market  access  as  required  under 
GATT.  It  is  unilateral  in  effect  since  it  is  virtually  certain  to  result  in  increased 
foreign  imports. 

However,  there  is  no  such  certainty  that  U.S.  agriculture  will  be  able  to  take 
advantage  of  similar  market  openings  by  other  countries.  This  is  because  such 
opportunities  are  multilateral  in  nature.  The  U.S.  will  be  competing  against 
every  other  exporting  country  in  the  world  for  such  markets. 

•  Second,  in  the  context  of  increasing  competition  for  international  markets,  it  must  be 
recognized  that  the  new  GATT  agreement  does  not  eliminate  export  subsidies.  It  only 
reduces  them. 

For  example,  under  the  new  GATT  agreement,  countries  are  required  to  reduce 
the  use  of  such  export  subsidies  for  each  commodity  by  36  percent  in  terms 
of  value  and  21  percent  by  volume  by  the  year  2000  over  the  selected  base 
period. 
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While  this  will  reduce  the  overall  level  of  such  subsidies,  it  maintains  any 
relative  advantage  enjoyed  by  other  countries  especially  the  European  Union, 
over  the  U.S.,  on  a  commodity  by  commodity  basis. 

•  Third,  the  GATT  agreement  allows  countries  to  maintain  and  even  increase  their 
support  for  other  policies  arvi  programs  which  are  classified  as  non-trade  distorting  or 
within  the  'green  box'.  These  include,  among  other  programs,  market  development 
and  promotion,  export  credit,  and  food  assistance.  These  are  the  exact  programs 
which  would  be  reduced  in  the  Administration's  proposed  1995  Budget. 

The  European  Union  has  made  it  clear  that  it  will  continue  to  utilize  every 
available  means  to  take  advantage  of  any  market  opportunities  provided  under 
GATT  to  maintain  and  expand  their  share  of  the  world  market.  This  includes 
using  export  subsidies  up  to  the  maximum  allowed,  while  redirecting  increasing 
resources  into  so-called  green  box  programs  not  subject  to  reduction  under 
GATT.  Again,  without  a  similar  commitment  on  the  part  of  the  U.S. 
government,  U.S.  agriculture  will  be  at  a  substantial  disadvantage. 

Under  the  Administration's  budget  proposal,  USDA's  Market  Promotion  Program  (MPP)  would 
be  reduced  25  percent;  Foreign  Market  Development  (FMO)  by  one  third;  P.L.  480  by 
approximately  20  percent;  and  the  Cottonseed  Oil  and  Sunflower  Oil  Assistance  Programs 
(COAP  and  SOAP),  and  The  Emergency  Food  Assistance  Program  (TEFAP)  would  be  virtually 
eliminated.  These  proposed  reductions  are  unilateral  in  nature,  since  they  do  not  require  an 
equivalent  reduction  on  the  part  of  our  competitors,  including  the  European  Union  and  other 
exporting  countries. 

A  commitment  to  American  agriculture  is  essential: 

•  There  Is  a  growing  world  population  that  must  be  fed. 

•  Food  will  be  a  major  determining  factor  in  future  political  power. 

•  The  American  farmer  dominates  the  world  In  production  of  most  food  and  in  food 
production  technology. 

•  Creation  of  food  and  fiber  uses  renewable  resources,  and  protects  the  environment 
while  creating  wealth  and  not  depleting  natural  resources. 

•  The  future  of  America's  farmers  and  agricultural  infrastructure  depends  on  expanding 
into  new  and  maintaining  current  export  markets  to  meet  the  world's  needs  for  food 
and  fiber. 

For  all  these  reasons,  NASDA  believes  the  following  actions  should  be  taken: 

4  Rrst,  funding  for  all  domestic  and  international  programs  relating  to  agriculture  must 
be  maintained  and  aggressively  utilized  as  allowed  under  GATT. 

4  Second,  any  funds  relatir^  to  any  domestic  or  international  program  subject  to 

reduction  under  GATT  (such  as,  EEP,  DEIP,  COAP,  AND  SOAP)  should  be  redirected 
and  made  available  as  allowed  under  GATT  for  such  green  box  programs  as  Market 
Development  and  Promotion,  export  credit,  and  domestic  and  international  food 
assistance,  including  P.L.  480  and  TEFAP.  These  recommendations  were  also  outlined 
in  recent  letters  to  the  President.   (See  attached). 
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♦  TNrd,  to  maintain  and  increasa  America's  agricultural  position  in  the  world  market  all 
programs  should  be  fully  furxled  and  receive  the  full  support  of  the  best  export 
technology  availabia. 

Without  these  actions,  it  is  hard  to  envision  how  America's  agriculture  in  the  aggregate  stands 
to  gain  as  a  result  of  the  new  GATT  agreement.  Not  only  would  the  nation's  farmers  and 
ranchers  be  adversely  affected,  but  also  the  nearly  one  million  American's  whose  jobs  are 
directly  dependent  on  agriculture-related  exports.  The  American  consumer  would  see  a 
progressively  increased  cost  of  living  as  ttw  American  farmer  loses  international  market  share 
which  is  critical  to  maintaining  a  low  cost  food  supply  at  home. 

Accordingly,  NASDA  would  find  it  very  difficult  to  support  any  implementing  legislation  which 
would  result  in  a  disproportionate  share  of  the  cost  of  GATT  being  imposed  on  U.S. 
agriculture,  or  in  agriculture  being  unable  to  remain  viable  and  competitive  in  the  international 
market  place. 

The  National  Association  of  State  Departments  of  Agriculture  appreciates  this  opportunity  to 
state  our  concerns.  NASDA  will  continue  to  work  with  the  members  of  the  Agriculture 
Committee  to  support,  promote  and  protect  America's  farmers,  ranchers  and  the  production 
arxJ  export  marketing  programs  that  make  it  possible  for  America  to  grow  and  prosper. 


(Attachment  follows:) 
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»»i«i<  V.  Sh»  Car  Stmnm  Bmckf  Ooifa 


April  14,  1994 

The  President 
Tbe  White  House 
Washington,  DC  20500 

Dear  Mr.  President: 

As  President  of  the  National  Association  of  State  Dqtartments  of  Agriculture  (NASDA),  I  would 
Uke  to  call  your  attention  to  concerns  we  have  about  GAIT  revenue  offset  proposals.  There  has 
been  considerable  debate  recently  over  the  &ct  that  die  new  GATT  agreement  may  lead  to  as 
mudi  as  $14-18  billion  in  lower  revenues  due  to  reductions  in  existing  U.S.  tariff  levds.  Such 
estimates  are  highly  subjective  and  foil  to  consider  the  potential  for  increased  revenues  due  to 
expanding  trade  and  increased  economic  activity  which  help  create  jobs  and  an  expanded  tax 
base. 

Nevertheless,  it  is  our  understanding  the  Administration  has  under  consideration  various 
proposals,  including  requiring  tignificant  reductions  in  current  farm  and  export-related  programs 
to  help  offset  a  major  portion  of  such  revenue  losses.  This  is  de^te  the  fact  that  revenue  losses 
due  to  lower  tarifEs  on  agricultural  imports  account  for  only  about  S  percent  or  less  of  the 
ftsti mated  total  of  $14-18  billion. 

More  disturbing,  however,  is  the  fact  that  such  a  requirement  would  be  completely  contrary  to 
die  Administration's  icpeaicd  assurances  to  agriculture  throughout  the  negotiations  lelating  to 
GATT. 

In  meeting  after  meeting,  the  agriculture  industry  was  rq)eatedly  assured  that  the  new  GATT 
agreement  would  not  require  any  further  reduction  in  domestic  income  and  price-support 
programs.  At  the  same  time,  the  Administration  consistently  emphasized  its  commitment  to  fiilly 
and  aggressively  utilize  the  full  range  of  authorities  under  GATT  to  maintain  U.S.  agriculture's 
ability  to  remain  competitive  in  the  international  marketplace. 

This  is  especially  important  since  the  GATT  agreement  reduces  but  does  not  eliminate  the  use 
of  export  subsidies.  Further,  it  allows  countries  to  maintain  and  increase  dieir  support  for 
certain  non-trade  distorting  programs  which  are  categorized  as  'green  box'  activities.  These 
include  market  development  and  promotion,  export  credit,  food  aid  and  other  rdated  programs. 
The  Administration,  however,  has  already  proposed  that  many  of  these  programs  be  significantly 
reduced  as  part  of  its  FY  1995  budget  proposal  submitted  to  Congress. 

ttiifcMd  W.  tOftiihaa.  Emcmnm  Via  FrmJtm  & Oi^ Bianam  Offiar 
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Cleariy,  our  foreign  competiton  can  be  expected  to  utilize  every  available  authority  under  the 
new  GATT  agreement,  including  the  use  of  export  subsidies,  as  well  as  shifting  increasing 
resources  into  so-call  green  box  initiatives,  to  maintain  and  increase  their  share  of  the  world 
market  Without  a  similar  commitment  on  the  part  of  the  U.S.  government,  U.S.  agriculture 
win  be  at  a  significant  disadvantage. 

For  these  reasons,  NASDA  would  like  to  take  this  opportunity  to  urge  the  following  actions. 
Hrst,  funding  should  be  maintainwl  for  bodi  domestic  and  international  programs  relating  to 
agriailture  as  allowed  under  GATT.  Second,  any  funds  subject  to  reduction  under  GATT  (such 
as  those  used  tor  direct  export  subsidies)  should  be  redirected  and  made  available  as  allowed  for 
various  green  box  programs  as  previously  outlined. 

Unless  these  coocems  are  addressed,  it  is  hard  to  envision  how  VS.  agriculture  stands  to  gain 
as  a  result  of  the  new  GATT  agreement  Not  only  would  the  nation's  £armen  and  ranchers  be 
adversely  affected,  but  so  would  many  of  the  n«irly  one  million  Americans  whose  jobs  and 
livelihoods  are  directly  depeadeat  on  agriculture-related  exports. 

Accordingly,  NASDA  would  find  it  very  difficult  to  support  any  proposed  implementing 
legislatioo  which  would  result  in  a  di^roportiooate  share  of  the  "cost*  of  GATT  being  placed 
on  U.S.  agriculture,  or  result  in  American  agriculture  losing  the  necessary  market  development 
tools  to  remain  viable  and  comp^tive  in  the  international  marke^lace. 

As  President  of  NASDA,  I  appreciate  this  opportunity  to  share  our  conccns,  and  respectfully 
request  your  full  review  of  such  proposals  consistent  with  the  Administration's  past  assurances 
and  commitments  to  U.S.  Agriculture. 


Sincerely, 


BobOdom 
President 
/eg 
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National  Grain  and  Feed  Association 


STATEME>rr  OF  THE 

NATIONAL  GRAIN  AND  FEED  ASSOCIATION 

ON  THE  URUGUAY  ROUND  AGREEMENT 

April  25,  1994 


The  National  Grain  and  Feed  Association  (NGFA)  fully  supports  the  Uruguay  Round 
agreement  of  the  General  Agreement  on  Tariffs  and  Trade  (GATT)-  We  strongly  urge  its 
speedy  consideration  by  Congress  and  its  timely  approval  so  that  the  agreement  can  take  effect 
on  January  1,  1995. 

Potential  Benefits  to  U.S.  Agriculture 

The  potential  benefits  of  the  Uruguay  Round  agreement  to  U.S.  agriculture  and  to  the 
general  economy  have  been  well  documented.  According  to  the  U.S.  Department  of 
Agriculture's  analysis,  the  agreement  will  increase  world  income  by  as  much  as  $5  trillion  over 
ten  years,  increasing  world  demand  for  agricultural  products.  Agricultural  exports  from  the 
United  States  are  projected  to  increase  as  much  as  $4.7  billion  in  the  year  2000  and  as  much  as 
$8.7  billion  in  the  year  2005.  These  increased  exports  will  mean  an  increase  of  1 12,000  export- 
related  jobs  by  2000  and  190,000  jobs  by  2005. 

Increased  exports  also  will  raise  farm  income  from  the  marketplace  and  result  in  reduced 
government  outlays  to  support  U.S.  agriculture.  Farm  income  is  expected  to  rise  by  as  much 
as  $2.5  billion  in  2005,  while  outlays  could  decline  by  $2.6  billion  by  2005.  Clearly,  in  the 
aggregate,  the  market  opportunities  presented  by  the  Uruguay  Round  are  a  boon  to  U.S. 
agriculture. 

For  wheat  and  coarse  grains,  the  Uruguay  Round  holds  out  especially  bright  income 
improvement  prospects  for  pnxlucers  and  for  related  businesses.  By  the  year  2005,  U.S.  wheat 
exports  are  projected  to  increase  by  as  much  as  50  percent  above  current-year  levels,  resulting 
in  a  substantial  strengthening  of  prices  for  U.S.  wheat  producers.  Coarse  grains  are  projected 
to  fare  even  better  under  the  Uruguay  Round  agreement,  with  exports  expected  to  increase  as 
much  as  70  percent.  Com  prices  are  expected  to  strengthen  substantially  and  com  growers  will 
reap  income  benefits  from  their  newly  expanded  market.  These  projections  also  bode  well  for 
reducing  federal  outlays  for  commodity  programs  in  an  era  of  ever-tightening  budget 
requirements. 

Perhaps  most  encouraging  from  the  NGFA's  point  of  view  are  the  projected  increases 
in  planted  acres.  It  is  no  secret  that,  for  the  grain,  feed,  and  processing  industry  to  thrive, 
plentiful  supplies  of  U.S. -produced  commodities  must  be  available.  Recent  programs  under 
which  the  United  States  has  idled  nearly  60  million  acres  of  productive  U.S.  farmland  have 
contributed  to  radical  shrinkage  and  consolidation  in  the  grain  handling,  marketing,  and 
processing  sector. 
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Using  only  wheat  and  coarse  grain  projections,  planted  acres  could  increase  by  nearly 
19  million  acres  —  roughly  the  amount  of  land  many  people  "worry"  will  come  back  into 
production  when  Conservation  Reserve  ROgfam  (CRP)  contracts  expire.  This  increased 
production  will  not  dampen  prices  and  farm^iwme  for  U.S  producers  —  on  the  contrary,  these 
increased  supplies  will  satisfy  growing  world  demand  for  U.S.  agricultural  commodities  and  will 
re-invigorate  a  U.S.  agricultural  economy  that  has  suffered  because  of  policy  decisions  to  tightly 
control  supplies  of  U.S.  grains  and  oilseeds.  The  Uruguay  Round  agreement  holds  out  the 
promise  of  climbing  out  of  the  hole  we  have  dug  for  ourselves  and  reclaiming  at  least  a  small 
share  of  markets  lost  since  1980. 

It  is  not  just  grain  handlers  and  processors  who  will  benefit  from  the  increased  economic 
activity  brought  about  by  greater  production.  Main  street  business  which  provide  goods  and 
services  to  U.S.  agriculture  will  benefit.  Our  comprehensive  marketing  and  transportation 
sector,  which  has  seen  too  many  disincentives  to  new  investment,  will  benefit.  Rail  carriers  who 
have  seen  volume  shrink  in  rural  areas  because  of  severely  limited  production  should  see 
volumes  rise  to  the  extent  that  rail  service  critical  to  the  economic  success  of  small  towns  can 
be  continued.  Communities  will  sustain  the  level  of  economic  activity  needed  to  support 
schools,  hospitals,  and  services.  All  across  the  board,  communities  that  dqiend  on  U.S. 
agriculture  for  their  health  and  profitability  will  benefit,  as  will  the  individuals  whose  jobs  and 
benefits  depend  on  a  healthy  agricultural  economy.  These  are  ripple  effects  that  may  not  be 
easily  measured  as  a  direct  result  of  the  Uiuguay  Round,  but  they  are  no  less  real  and  have  no 
less  impact  on  rural  economic  activity  and  the  quality  of  life  in  small  towns  across  the  country. 

The  Uruguay  Round  is  Not  a  U.S.  Set- Aside 

The  Uruguay  Round  agreement  indeed  does  hold  out  the  prospect  of  stunning  e^qmit  and 
income  improvements  for  all  of  U.S.  agriculture.  We  are  concerned,  however,  that  some  are 
taking  all  these  wonderful  economic  advances  for  granted.  Some  people  seem  to  think  that  the 
United  States  will  be  able  to  hold  out  its  hands  and  that  Uruguay  Round  cash  simply  will  fall 
into  them.  The  NGFA  does  not  believe  the  numerous  economic  gains  promised  over  the  next 
ten  years  will  come  that  easy.  We  need  to  make  every  effort  to  implement  policies  that  will 
insure  U.S.  competitiveness  and  efficiency  in  the  world  markeqilace  and  to  aggressively  capture 
Uniguay  Round  benefits  for  all  sectors  of  U.S.  agriculture. 

For  example,  annual  acreage  reduction  programs  (ARPs),  which  have  constrained  U.S. 
grain  stocks  to  the  point  that  U.S.  production  is  not  sufficient  to  meet  even  domestic  demand, 
must  be  pegged  at  zero.  This  point  has  been  driven  home  as  Canadian  wheat  exports  to  the 
United  States  have  increased  substantially.  Although  this  year's  import  levels  are  a  temporary 
phenomenon  brought  on  by  a  flood-reduced  com  crop  and  a  poor-quality  wheat  harvest  in  the 
noithem  United  States,  the  situation  vividly  illustrates  how  U.S.  competitors  will  take  up  the 
slack  if  we  do  not  produce  sufficient  quantities  of  wheat  or  any  other  commodity.  Domestic 
supplies  needed  by  U.S.  processors  and  livestock  and  poultry  feeders  are  shorted,  and  exports 
dwindle.  If  we  continue  to  make  the  same  mistake  of  idling  cropland,  trying  to  manage  stocks 
at  minimal  levels  (in  a  vain  attempt  to  control  prices  in  a  worid  market),  the  above-mentioned 
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benefits  of  the  Urugxiay  Round  will  prove  illusory.  We  must  meet  the  challenge  of  producing 
and  mariceting  for  increased  demand;  only  in  doing  so  will  fanners  and  agribusiness  alike 
experience  the  economic  growth  so  richly  deserved  after  a  number  of  lean  years. 

In  addition,  the  Conservation  Reserve  Program  must  be  fundamentally  reexamined  as 
contracts  begin  to  mature.  There  is  nearly  universal  agreement  that  millions  of  acres  of  prime 
cropland  that  should  not  have  been  eligible  were  accepted  into  the  CRP.  Especially  now,  with 
strict  conservation  compliance  requirements  in  place,  much  CRP  land  could  be  farmed  in  an 
environmentally  responsible  maimer.  In  fact,  these  acres  will  be  needed  if  the  United  States  is 
to  capitalize  on  the  Uruguay  Round.  Rather  than  cede  markets  to  the  European  Union  or 
encourage  further  destruction  of  tropical  rain  forest  and  other  environmentally  sensitive  land  in 
developing  nations,  the  United  States  should  encourage  farmland  that  is  not  highly  sensitive  to 
come  back  into  production. 

Export  EnhancMnent  Program  Must  be  Restructured 

The  NGFA  fully  supports  the  Uniguay  Round's  accomplishment  of  reducing  trade- 
distorting  export  subsidies  by  21  percent  on  volume  and  36%  on  budget.  Indeed,  we  would  have 
preferred  substantially  deeper  reductions  or  even  outright  elimination  of  such  subsidies  by  all 
GATT-member  nations.  However,  we  see  Uruguay  Round  reductions  as  a  sound  starting  point. 

A  number  of  organizations  have  raised  concerns  about  the  Export  Enhancement 
Program's  (EEP)  future  operations  under  the  Uruguay  Round  agreement.  The  NGFA  shares 
those  concerns,  particularly  relating  to  U.S.  wheat  exports.  In  recent  years,  the  United  States 
has  been  competitive  in  the  world  wheat  maricetplace  only  on  volumes  exported  under  EEP.  As 
EEP  funding  declines  (as  it  must),  that  volume  on  which  we  are  competitive  also  will  shrink 
unless  changes  are  made  in  our  export  regime. 

The  NGFA  believes  that  the  fiiture  U.S.  agricultural  export  enviiotunent  should  maximize 
agricultural  exports;  improve  cost-effectiveness;  and  minimize  trade  distortions.  The  exact 
parameters  of  such  an  export  environment  remained  to  be  worked  out,  but  private  commercial 
exporters  should  be  allowed  the  flexibility,  under  a  market-based  approach,  to  meet  export 
demand  in  a  timely  and  competitive  fashion.  Detailed  review  of  each  export  initiative  by  the 
federal  government  would  serve  as  an  uimecessary  impediment  to  more  efficient  and  effective 
U.S.  exports,  so  government  involvement  in  export  trade  should  be  minimal.  Under  these 
general  guidelines,  we  believe  the  remnants  of  EEP,  as  well  as  an  expanded,  truly  competitive 
U.S.  export  regime,  could  operate  to  the  advantage  of  all  concerned,  from  farmgate  to  export. 

Funding  the  Uruguay  Round 

Finding  a  budgetary  offset  for  the  roughly  $13  billion  in  tariff  revenues  expected  to  be 
lost  during  the  initial  five  years  of  the  Uruguay  Round  agreement  has  become  the  issue  of  the 
day.  The  NGFA  will  not  recommend  specific  funding  alternatives,  but  we  do  believe  strongly 
that  ways  of  compensating  for  the  lost  tariff  revenue  must  be  found  quickly.  We  do  not  believe 
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agriculture  should  bear  a  disproportionate  share  of  fhe  roct..      -.u     . 
Round  approval  should  be  helTIsta^ovCT^u^J^Sir    ,!,'  ''°  T  ^"""^  "^S^y 
benefit  from  the  Uruguay  Round  and  SJtL^A^  squabbles.    Many  U.S.  industries  will 
expectation  of  future^nefir  '       ""^  '^  '^'^^  ^  ^'^  ^«  implementing  cost  in 


Conclusion 


It  is  imperative,  in  our  view,  that  S^^n^^^tt  ^^^^^"^  *«  >S«ement. 

so  that  the  agreement  can  be<;ome  opeS  oXS^  l^.T"  ,h'  "^""^^  "^  y^' 
to  U.S.  agriculture  and  the  general  economy  imSLAn  k  '  S  I!"  "'^  tremendous  benefits 
date.  '  ^  ^°°°y'™P^^"^o°  should  begin  at  the  eariiest  possible 
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statement 

of  the 

National  Pork  Producers  Cotincil 

on  the 

General  Agreement 

before  the 

House  Conunittee  on  Agricultiu'e 

April  20.  1994 

Mr.  Chairman  and  members  of  the  Committee,  the  National  Pork  Producers 
Council  (NPPC)  appreciates  the  opportunity  to  express  our  views  on  the 
GATT  agreement  and  its  potential  impact  on  the  U.S.  pork  industry. 

As  many  members  of  Committee  know,  the  U.S.  pork  industry  exports  only 
2.5  percent  of  its  production  annually  despite  being  the  most  efficient  pork 
producing  country  in  the  world.    In  fact,  the  U.S.  is  the  world's  second 
largest  importer  of  pork,  largely  due  to  the  egregious  tariff  and  nontariff 
trade  barriers  and  aggressive  use  of  export  subsidies  of  our  foreign 
competition.    Given  the  fact  that  pork  is  the  meat  of  choice  in  the  world 
today,  with  more  than  a  40  percent  market  share,  we  strongly  support 
efforts  to  reduce  or  eliminate  barriers  to  trade,  trade  distorting  practices 
such  as  export  subsidies  and  internal  subsidies  that  has  precluded  our 
industry  from  claiming  its  rightful  share  of  the  world  pork  market.    The 
pork  industry  was  an  early  supporter  of  the  GATT  agreement  as  negotiated. 
However,  we  continue  to  express  our  views  and  concerns  regarding  a 
number  of  issues  that  need  to  be  effectively  resolved  prior  to  our 
endorsement  of  the  implementing  legislation  that  will  accompany  this 
agreement. 

In  particular,  the  NPPC  is  concerned  about  published  reports  regarding 
options  under  consideration  that  would  require  American  agriculture  to  pay 
a  disproportionate  share  of  the  estimated  $14  -  18  billion  cost  of  the  GATT 
agreement.    We  strongly  support  the  position  of  the  ad  hoc  coalition  that  is 
testifying  today  on  this  critical  issue. 

Industry  projections  indicate  that  exports  of  U.S.  pork  and  pork  products 
could  more  than  double  -  valued  at  more  than  $1  billion  -  within  three  to 
four  years  after  the  GATT  agreement  goes  into  effect.    These  export  goals 
are  attainable  with  the  market  access  opportunities  afforded  to  the  pork 
industry  in  this  agreement,  coupled  with  the  implementation  of  the  North 
American  Free  Trade  Agreement  (NAFTA)  which  phases  out  tariffs  on  U.S. 
pork,  pork  products  and  live  hog  exports  to  Mexico  while  providing 
preferential  access  to  U.S.  exports. 

The  GATT  agreement  includes  a  strong  text  which  harmonizes  the  Sanitary 
and  Phytosanitary  (S&P)  measures  between  GATT  members  on  the  basis  of 
international  standards.    In  particular,  the  Agreement  requires  the  use  of 
"sound  science"  by  member  countries  and  establishes  the  principle  of 
equivalency  on  all  S&P  issues.    The  clear  intent  of  the  strongest  S&P  text 
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ever  negotiated  is  to  eliminate  the  use  of  nontariff  trade  barriers  to  disrupt 
trade  such  as  the  EU's  Third  Country  Meat  Directive  which  has  virtually 
halted  all  U.S.  exports  to  this  market.    We  fully  expect  all  GATT  signatories 
to  adhere  to  the  science-based  principles  of  the  S&P  title.    By  the  same 
token,  we  fully  expect  the  U.S.  to  aggressively  pursue  and  resolve  ciny  animal 
health  or  food  safety  trade  dispute  that  is  not  science  based. 

The  final  text  on  dumping  is  an  improvement  over  earlier  negotiating  drafts, 
but  is  still  somewhat  weaker  than  current  U.S.  trade  law.    The  agreement 
requires  an  automatic  termination  of  existing  dumping  and  countervailing 
(CVD)  orders  after  five  years,  however,  the  standards  for  revocation  have 
been  softened  somewhat.    Most  importantly,  the  U.S.  can  continue  to  bring 
CVD,  dumping  or  Section  301  cases  against  any  GATT  member  country 
during  the  implementation  period  if  the  GATT  member  violates  the  terms  of 
the  agreement.    We  believe  that  the  implementing  language  must  strengthen 
such  issues  as  specificity,  the  definition  of  a  subsidy  and  the  role  of  the 
World  Trade  Organization  in  dispute  settlement. 

The  agreement  provides  the  following  specific  market  access  opportunities: 

Japan,  the  world's  largest  importer  of  pork  and  our  largest  export  market 
valued  at  $305.6  million  in  1992,  has  committed  to  reduce  its  gate  price  by 
29  percent  over  the  life  of  the  agreement.    The  commitment  will  effectively 
reduce  the  gate  price  or  variable  levy  mechanism  by  214  yen  per  kilogram, 
thereby  reducing  the  minimum  import  price  to  524  yen  per  Idlogram  at  the 
end  of  the  implementation  period.    The  29  percent  reduction  in  the  gate 
price  will  accomplish  two  important  objectives  for  the  U.S.  pork  industry  in 
Japan.    First,  it  will  permit  the  comparative  advantage  of  the  American  pork 
industry  to  be  realized,  not  only  against  our  foreign  competition,  but  also 
against  other  sources  of  protein  in  Japan.    Second,  a  29  percent  reduction 
in  the  gate  price  should  virtually  eliminate  the  so-called  "Nagoya 
Connection,"  or  under-invoicing  of  pork  originating  in  Taiwan. 

The  fresh,  chilled  pork  market  in  Korea  was  liberalized  on  January  1,  1994, 
as  scheduled.    There  will  be  no  quotas  or  restrictions  on  fresh,  chilled  pork 
imports.    Initial  tariffs  will  be  37  percent  and  will  be  reduced  to  25  percent 
over  the  ten  year  implementation  period.    In  addition,  frozen  and  processed 
pork  imports  will  be  fully  liberalized  on  July  1,  1997.    However,  in  the 
interim,  Korea  will  establish  a  quota  for  certain  categories  of  frozen  and 
processed  pork.    Specifically,  the  quota  for  pork  will  be  21,930  metric  tons 
in  1995,  29.240  mt  in  1996  and  18,275  metric  tons  for  the  first  half  of 
1997.    Like  chilled  pork,  initial  tariffs  will  be  set  at  37  percent  and  reduced 
in  equal  installments  to  25  percent  by  2004.    However,  it  is  important  to 
note  ttiat  we  are  experiencing  significant  trade  disruptions  with  Korea  at  the 
present  time.    As  a  result,  we  are  strongly  encouraging  the  Administration  to 
include  Korea  on  the  Super  301  list,  given  its  ongoing  pattern  of  trade 
disrupting  practices. 
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The  European  Union  will  establish  a  tariff  rate  quota  for  75,000  metric  tons 
of  pork,  including  a  39,000  mt  allocation  toward  tenderloins,  boneless  loins 
and  boneless  hams.   The  in-quota  tariffs  for  the  hams  and  loins  will  be  250 
ECU/mt  or  approximately  4  percent,  while  the  in-quota  tariff  for  tenderloins 
will  be  300  ECU/mt  or  approximately  5.5  percent.    In  addition,  the  current 
seven  percent  tariff  on  frozen  and  chilled  pork  livers  will  be  eliminated.    By 
comparison,  this  tariff  rate  quota  of  75,000  mt  is  slightly  larger  than  all  U.S. 
exports  to  Japan  in  1992.    In  addition,  the  EFTA  countries,  which  will  soon 
join  the  EU.  will  provide  significantly  improved  access  for  pork  and  pork 
products. 

Under  the  GATT  agreement,  each  of  the  117  member  countries  are 
required  to  permit  minimum  market  access  of  3  percent,  based  upon 
consumption  of  product  in  the  member  country  during  the  1986-1988  base 
period.    Furthermore  the  market  access  must  grow  to  5  percent  by  the  end 
of  the  implementation  period.     As  a  result,  the  U.S.  pork  industry  should  be 
provided  significantly  increased  market  access  opportunities  in  numerous 
markets  throughout  the  world.    For  example,  the  Philippines  has  committed 
to  opening  its  market  to  a  32,000  mt  tariff  rate  quota  for  pork,  growing  to 
54.000  mt  by  2004  with  a  30  percent  in-quota  tariff.    In  addition.  Thailand 
will  reduce  its  current  60  tariff  to  30  or  40  percent,  depending  of  tariff 
product  category  over  a  ten  year  implementation  period. 

Given  that  the  U.S.  pork  industry  does  not  receive  direct  government 
supports  or  export  subsidies,  the  GATT  export  subsidy  and  internal  support 
texts  will  have  little  if  any  impact  on  the  industry.    However,  the  U.S.  will 
reduce  its  tariff  on  imported  pork  from  2.2  cents  per  kilogram  to  1.4  cents 
per  kilogram,  in  equal  annual  installments  over  six  years  beginning  in  1995. 

The  U.S.  pork  industry  is  the  lowest  cost  producer  of  pork  in  the  world. 
Unfortunately,  the  U.S.  pork  industry  has  not  been  able  to  use  its 
comparative  advantage  in  many  world  markets  due  to  aggressive  export 
subsidies,  layers  of  internal  production  supports,  trade  distorting  nontariff 
trade  barriers  and  outrageously  high  tariffs  of  importing  and  exporting 
countries  alike.    While  it  would  be  extremely  naive  to  think  that  this  GATT 
agreement  will  resolve  all  of  these  issues,  it  appears  that  significant  progress 
has  been  made  to  start  to  break  down  these  barriers  to  exports  of  U.S.  pork. 

Mr.  Chairman,  thank  you  for  this  opportunity  to  express  the  views  of  the 
pork  industry  on  the  GATT  agreement. 
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Statement  of  Western  Growers  Association 

House  Committee  on  Agriculture 

April  20,  1994 

Opening  foreign  markets  and  expanding  our  agricultural  exports 
has  always  been  one  of  our  major  priorities  at  Western  Growers 
Association.   We  strongly  believe  that  it  is  critical  for 
agriculture  to  continue  expanding  exports  through  greater  access 
to  world  markets  and  reductions  in  unfair  foreign  trade  barriers. 

Today,  we  will  focus  on  the  following  major  points  with  respect 
to  the  Uruguay  Round  Agreement : 

1)  Original  goals  of  the  horticultural  industry. 

2)  Internal  and  export  subsidies 

3)  Market  access 

4)  Sanitary  and  phytosanitary  agreement 

5)  Special  treatment  for  developing  countries 

6)  Dispute  settlement 

7)  The  Recording  of  Trade  Complaints 

8)  Overall  assessment  of  the  Uruguay  Round  Agreement 
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The  Goals  of  the  Horticultural  Industry 

The  objectives  of  the  horticultural  industry  at  the  beginning  of 
the  Uruguay  Round  negotiations  were  to  remove  all  tariffs  and 
non-tariff  barriers  and  to  eliminate  all  subsidies.   As  such, 
Western  Growers  was  a  strong  supporter  of  the  United  States' 
original  objectives  at  the  beginning  of  the  Uruguay  Round.   In 
1987,  the  U.S.  put  forward  its  "Proposal  to  End  World 
Agricultural  Subsidies, "  which  called  for  a  complete  phase  out  of 
import  barriers  and  all  agriculture  subsidies  over  a  10  year 
period. 

The  objectives  of  eliminating  all  trade  barriers  and  all 
agricultural  subsidies  were  interrelated.   If  one  nation  was 
permitted  to  maintain  subsidies,  tariffs,  etc.,  while  the  U.S. 
tariff  was  phased  out,  the  final  trade  agreement  would  perpetuate 
trade  distortions.   The  goal  of  removing  all  tariffs  and  non- 
tariff  barriers  was  intended  to  prevent  the  creation  of  an 
unintended  GATT  negotiated  injury  to  any  individual  sector  of  the 
perishable  fruit,  vegetable,  or  nut  industry. 

This  trade  strategy  followed  the  Reagan  Administration's 
initiation  of  a  "framework  agreement"  with  Mexico,  which 
indicated  to  the  horticulture  industry  the  strong  possibility  of 
a  future  free  trade  agreement  with  Mexico.   In  addition,  the  Bush 
Administration  introduced  the  Enterprise  for  the  Americas 
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Initiative,  which  would  eventually  provide  other  Latin  and 
Central  American  nations  with  greater  market  access  to  the  U.S. 
for  their  fresh  fruits  and  vegetables. 

Recognizing  the  increased  competition  from  Latin  America,  the 
U.S.  horticulture  industry  sought  to  gain  the  greatest  market 
access  from  the  Pacific  Rim  nations,  the  European  Community 
(E.U.),  and  EFTA  nations  in  the  Uruguay  Round. 

Realizing  that  a  100  percent  elimination  was  probably  not 
attainable  due  to  the  intransigence  of  many  of  our  trade 
partners,  we  were  willing  to  accept  the  "progressive,  substantial 
reduction"  concept  agreed  to  at  the  mid-term  meeting  in  1988, 
despite  the  fact  that  this  was  substantial  retreat  from  the 
original  U.S.  position. 

Internal  and  Export  Subsidies  in  the  Uruguay  Round 

Reduced  internal   support  programs  will   not   impact    the  U.S. 
horticultural    industry,    but   will    impact    the  EU  horticultural 
industry. 

The  U.S.  horticultural  industry  does  not  receive  export  or 
domestic  subsidies,  as  defined  in  the  Uruguay  Round  text,  and 
therefore,  would  have  preferred  the  original  Punta  del  Este 
agreement  for  its  substantial  reduction  in  export  and  domestic 
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subsidies.   The  industry  is  placed  at  a  disadvantage  when  its 
foreign  competitors  receive  such  assistance.   In  particular,  the 
E.U.  has  bestowed  generous  subsidies  on  their  horticultural 
producers,  making  it  difficult  for  U.S.  horticultural  producers 
to  compete  in  the  U.S.  against  E.U.  imports  and  especially 
difficult  to  compete  in  the  E.U.  market.   In  addition,  it  is 
probable  that  before  the  next  multilateral  round  or  the  five  year 
review,  the  EFTA  nations  will  enter  E.U.  and  some  of  the  E.U. 
protection  will  be  extended  to  these  nations. 

Market  Access 

Tariff ication,    reduced   tariffs,    and  minimum  access   requirements 
will   increase  exports. 

Foreign  tariff  and  non-tariff  barriers  currently  are  numerous  for 
the  U.S.  horticultural  export  markets.   In  some  nations,  the 
tariffs  are  extremely  high;  in  others,  licenses  are  required  to 
import  horticultural  crops.   Many  nations  have  bogus 
phytosanitary  barriers,  while  the  E.U.  employs  the  reference 
price  system. 

The  U.S.  fruit  and  vegetable  industry  will  not  be  part  of  the 
Uruguay  Round's  tariff ication  program,  but  many  of  its  export 
markets  will  be  expected  to  participate  in  the  program. 
Consequently,  the  U.S.  horticultural  industry  will  benefit. 
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The  minimum  access  markets  will  be  open  to  all  exporting  nations, 
and  it  is  important  for  the  U.S.  exporters  to  receive  an 
appropriate  share  of  the  export  market.   Furthermore,  the  minimum 
access  commitments  should  be  established  for  both  in-season  and 
out -of -season  production.   For  example,  if  Japan  or  South  Korea 
establish  the  minimum  access  for  the  period  when  their  producers 
are  not  in  production,  the  Southern  Hemisphere  nations  will 
benefit,  rather  than  the  United  States. 

Sanitary  and  Phytosanitary 

Strict   enforcement   of   the   Uruguay  Round's  phytosanitary 
provisions   are   critical    for   the   U.S.    horticultural    industry. 

The  adoption  of  the  Sanitary  and  Phytosanitary  agreement  is  a 
good  start  towards  removing  bogus  reasons  for  denying  our  crops 
market  access.   The  horticultural  industry  is  concerned  with  the 
reasons  for  weakening  the  original  agreement,  but  the  current 
agreement  should  provide  the  industry  with  an  improved  system  to 
open  closed  markets  because  of  bogus  sanitary  and  phytosanitary 
reasons.   It  is  important  to  the  horticultural  industry  that  the 
provisions  of  the  agreement  be  strictly  enforced. 
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Special  and  Differential  Treatment  for  Developing  Countries 

With   the  conclusion  of   the  Uruguay  Round,    the  Generalized  System 
of  Preferences  should  not  be  renewed. 

In  the  past,  horticultural  crops  have  often  been  the  trade 
articles  which  provided  most  of  the  concessions  for  nations 
benefiting  from  the  Special  and  Differential  Treatment  Program. 
The  U.S.  horticultural  industry  cannot  continue  to  support 
preferential  treatment  for  developing  nations  unless  the 
Administration  develops  a  new  export  market  trade  policy 
specifically  for  horticultural  products.   With  the  new  benefits 
for  developing  nations  provided  by  the  Uruguay  Round,  the 
Generalized  System  of  Preferences,  which  has  caused  considerable 
damage  to  the  horticultural  industry,  should  not  be  renewed. 

Dispute  Settlement  and  the  World  Trade  Organization 

Regulations    to   facilitate    the  process   of  filing  for  dispute 
settlement   would  be  helpful    to   the  horticultural    industry. 

The  dispute  settlement  system  should  be  a  major  benefit  for  the 
horticultural  industry.   There  are  many  unfair  trade  barriers 
which  have  prohibited  the  export  of  horticultural  products,  many 
of  which  are  false  phytosanitary  claims,  as  mentioned  above.   The 
improved  dispute  settlement  procedures  will  hopefully  deter 
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nations  from  raising  bogus  issues  and  should  assist  the 
horticultural  industry  in  resolving  problems  that  undoubtedly 
will  arise. 

The  Administration  must  be  prepared  for  many  disputes,  and  we 
recommend  that  regulations  be  developed  to  provide  guidance  for 
filing  of  these  disputes.   Also,  the  numerous  trade  complaints 
need  to  be  brought  to  the  attention  of  the  public.   The 
Association  recommends  that  a  registry  at  the  USTR  be  created  so 
our  horticultural  industry  can  file  unfair  trade  complaints  with 
a  central  office. 

Overall  Assessment  of  the  Uruguay  Round  Agreement 

Clearly,  the  final  Uruguay  Round  agreement  must  be  considered 
progress  for  the  U.S.  horticultural  industry,  as  compared  to 
current  trade  law.   In  general,  the  tariff  reductions  for  market 
access  are  an  advantage.   Japan,  in  particular,  provides  for 
reasonable  tariff  reductions.   E.U.  reductions  are  low,  except 
for  several  crops  that  benefit  from  the  amended  Blair  House 
Agreement . 

One  of  the  most  important  advances  is  the  reduction  of  the  E.U. 
reference  price  system  by  20%.   The  system  will  also  be  locked  in 
at  1986  to  1990  levels. 
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other  trade  benefits  include  agreements  on:  the  minimum  market 
access  commitments;  Sanitary  and  Phytosanitary  Measures;  and 
Rules  and  Procedures  Governing  Settlement  of  Disputes. 

The  establishment  of  the  Peace  Clause  could  create  a  problem  for 
the  U.S.  horticultural  industry,  since  this  industry  has  been 
relatively  free  of  trade  violations,  whereas  competing  nations 
have  violated  GATT  rules. 

The  Recording  of  Trade  Complaints 

There  has  been  a  record  number  of  trade  complaints  since  the 
completion  of  the  Tokyo  Round.   Numerous  unfair  trade  acts  by 
foreign  governments  are  making  exports  difficult,  and  are 
injurious  to  the  domestic  fruit,  vegetable,  and  nut  industry. 
Many  of  these  tariff  and  non-tariff  barriers,  dumping,  and 
subsidy  practices  are  not  being  brought  to  the  attention  of  the 
government  and  the  public.   Moreover,  they  too  often  are  not 
being  addressed  in  a  timely  manner. 

It  is  recommended  that  an  office  of  USDA' s  Foreign  Agriculture 
Service  be  created  to  receive  these  complaints.   We  further 
recommend  that  a  specific  time  frame  for  government  action  be 
established  to  ensure  that  these  matters  are  dealt  with  promptly. 
If  the  complaints  are  meritorious,  they  should  be  published  in 
the  Federal  Register.   If  the  complaint  is  not  meritorious,  then 
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the  complainant  should  be  notified  and  informed  as  to  why  the 
complaint  does  not  have  merit. 

Conclusion 

While  we  are  greatly  disappointed  that  the  ultimate  Uruguay  Round 
Agreement  falls  far  short  of  our  original  goals,  we  nevertheless 
believe  that  it  is  preferable  to  the  status  quo  in  world  trade. 
We  would  stress  that  the  key  to  success  under  the  Agreement  for 
the  horticultural  industry  is  effective  enforcement  of  the 
phystosanitary  and  dispute  settlement  provisions.   We  view  the 
Agreement  as  a  positive  first  step,  and  believe  that  a  great  deal 
of  work  needs  to  be  done  towards  achieving  greater  market  access 
and  reducing  agricultural  subsidies  around  the  world  for  our 
nation's  fresh  fruit,  vegetable,  and  nut  industries. 

Western  Growers  Association  has  over  2400  members  who  grow,  pack 
and  ship  fruit,  vegetables,  and  nuts  in  California  and  Arizona. 
Our  members  grow,  pack,  and  ship  90%  of  the  nation's  vegetables 
and  about  50%  of  the  nation's  fresh  fruit  and  nuts  during  peak 
harvest  periods. 
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The  Honrable  Tim  Holden 
1421  Longworth  House  Office  Building 
U.S.  House  of  Representatives 
Washington,  DS   20515 

Dear  CongMw/lfli^Holden, 

Recently,  our  staff  representatives  met  with  key  members  of 
the  PennsylvaAia  dairy  industry  in  Reading  to  solicit  their  views 
on  rhe  SruguaJ  Round  of  the  GATT.   From  all  accounts,  the  meeting 
was  a  tremendous  success. 

AS  a  result,  I  have  formulated  very  specific  questions  which 
I  would  like  answered  by  the  Adminstration .   Also,  I  have 
In^^rated  several  recommendations  that  I  believe  would  help 
iSell^ate  the  negative  impact  of  GATT  on  our  dairy  industry. 

I  would  appreciate  it  if  you  would  read  my  statement  into 
the  record  of  ?he  House  Agriculture  Committee's  public  hearing  on 
the  GATT    It  is  my  understanding  that  this  meeting  is  to  be  held 
on  the  20th  of  April. 

Thanking  you  for  your  consideration  of  ny  request. 

nlingards 

r^iffef 


Warmlobgards, 


Harrik  Hdfford 
attachment 
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Harris  Wofford 
U.S.  Senator 

Statement  Before 

The  House  Agriculture  Conmittee 

U.S.  House  of  Representatives 

April  20,  1994 

Mr.  Chairman,  thank  you  for  the  opportunity  to  present  my 
concerns  and  recommendations  to  you  and  the  Conunittee  regarding 
the  Uruguay  Round  of  the  GATT  impact  on  the  domestic  dairy 
industry. 

Our  domestic  dairy  industry  will  be  forced  to  contend  with 
major  changes  in  new  GATT  access  levels  granted  to  foreign 
countries  in  cheese  and  non-cheese  products.   These  new  access 
levels  come  at  a  time  when  the  outlook  for  domestic  dairy 
products  is  highly  uncertain.   In  addition,  the  Administration  is 
considering  the  auctioning  of  dairy  import  licenses  to  help  pay 
for  GATT. 

The  proposed  auctioning  makes  no  budgetary  sense  because,  as 
Congreseional  Research  study  has  shown,  the  auctioning  of  cheese 
licenses  would  raise  very  little  revenue.   Further,  it  will  give 
greater  control  over  our  domestic  dairy  market  to  aggressive 
national  export  entitles  like  the  New  Zealand  Dairy  Board. 

Daltjjr  Ttnadif  ^^fff^^^^,  ^  pn^  thg  Congress  to  ensure  that  thenwF^" 
cheese  amfnon-cneSseminiun  access  In  Umi  1 1  iiiu  1 1 1 1  n^  j  A  j  i.  n  1 1 1  least 
disruptive  manner. 

I  have  outlined  a  series  of  questions,  of  concern  to  my 
constituents  which  I  would  like  to  have  answered  by  the 
Administration.   Further,  I  bring  to  your  attention  proposed 
recommendations  which  will  help  the  GATT's  negative  impact  on  the 
domestic  dairy  industry.   Mr.  Chairman,  I  would  appreciflite  your 
Committee's  favorable  consideration  of  them. 

1)  If  the  Administration  is  proposing  USDA  budget  cuts  to  help 
pay  for  the  GATT,  what  programs  do  they  propose  cutting  or 
eliminating?  What  is  the  total  amount  os  proposed  USDA  budget 
cuts? 

2)  What  are  the  new  cheese  and  non-cheese  access  amounts  by 
variety  as  assigned  to  each  country?  What  did  New  Zealand  get 
and  what  did  they  give  up  to  get  it? 
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3)  How  will  the  USDA  implement  the  large  dairy  (both  cheese  and 
non-cheese)  access  amounts?   What  specific  domestic  groups  will 
they  work  with  in  order  to  assure  an  ordely  implementation  of  the 
new  access  amounts? 

4)  A  USDA  publication  cites  the  New  Zealand  Dairy  Board  as  an 
unreformed  and  anti-competitive  entity  which  as  a  statutory 
monopoly  has  the  advantage  of  sole  sourcing  (and  pricing)  rights 
for  New  Zealand  Dairy  products  destined  for  export  markets. 

Does  the  New  Zealnad  Dairy  Board  violate  U.S.  anti-trust 
laws?  And,  what  is  the  opinion  of  the  Department  of  Justice  and 
the  Internal  Revenue  Service  on  this  question? 

5)  The  auctioning  of  the  cheese  licenses  will  have  a 
detrimental  impact  on  an  already  stressed  dairy  industry.   Why  is 
the  Administration  pursuing  this  proposal? 

6 )  Given  the  potential  for  predatory  practices  of  other 
governments,  adjustments  to  the  current  regulations  are  necessary 
to  ensure  equity  as  the  import  market  adjust  to  the  GATT.   The 
attached  revisions  to  the  current  cheese  importing  regulations 
should  be  adopted  as  part  of  the  GATT  implementing  legislation. 

Mr.  Chairman,  thank  you  for  the  opportunity  to  present  my 
concerns  to  you  and  your  committee.   I  look  forward  to  working 
with  your  Committee  on  these  issues . 
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